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The One-man Street Car Is Here 
tot Stay 
By H. S. Payne 
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Install a Silex glass coffee maker in every 
on your lines. The Silex advertising and p 
tions in your territory have prepared the w 
you. Your users are half sold. And every ing 
Silex glass coffee maker increases your EA 


Silex glass coffee makers are made in both gz 
electric models. All Silex glass coffee makers 
Pyrex brand glass, guaranteed against heat b 
age. With Silex glass coffee makers brewi 
completed without removal of glass from 


Whether you merchandise or not there is a 
plan suited to your promotion program. 
today. 


The Silex Company 


Dept. 429 Hartford, ¢ 
In Canada, The Silex Co., Ltd., Ste. Therese, Q 
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q REE. 


0 PRICELESS GUIDES TO LOWER TRUCK 
FOR UTILITY OPERATORS 


LE COSTS 


uld you think it possible 
bt tire costs on your 
is as much as 10%? Then 
to this: Dozens of utility 
ors have cut costs more 
10% and increased tire 
be as much as 50% with 
p of these two scientific 


he Truck Tire Calcu- 
"and “The Practical 
for Tire Combinations” 
developed by Goodrich 
. Scientific, authori- 
yet simple and easy to 
and, these two guides 
be in the hands of every 
service manager or the 


jive in your company re- 
ble for tires. 
Truck Tire Calcu- 
answers important 
bs such as these: 
is the probable life of 
by tires? 


What size tires should I use? 

What do truck tires actually 
cost? 

What should truck tires cost 
me? 

This simple device alone has 
saved truck owners thousands 
of dollars. 

“The Practical Guide for 
Truck Tire Combinations” 
stops waste before it starts. 
Accurate data on tire change- 
over, payload, tire sizes and 
inflation pressures, rim sizes— 
answers questions of mainten- 
ance and care that put dollars 
back in operators’ pockets. 

The use of these two aids 
coupled with Goodrich Silver- 
towns will help you cut tire 
costs, reduce accidents and 
road delays. 


TRIPLE PROTECTED 
IN THE SIDEWALL 


When engineers discovered 
that 80% of all premature tire 
failures occur in the sidewall, 
Goodrich developed a new in- 
vention to protect this “‘Fail- 
ure Zone.” Here’s how Triple 
Protection works: 

PLYFLEX—distributes stresses 

throughout the tire—prevents 

ply separation— checks local 
weakness, 


PLY-LOCK—protects the tire 
from breaks caused by short 
plies tearing loose above the bead. 


100% FULL-FLOATING CORD — 

eliminates cross cords from all 

plies—reduces heat in the tire 

12%. 

The right tire for the load 
plus Triple Protection will 
save you money as it has thou- 





sands of truck owners. Only 
Goodrich has this Triple Pro- 
tection. Have the Goodrich 
man in your territory tell your 
service manager about it. 


Or ask your secretary to 
write your name and address 
on the margin, tear off and 
mail. “The Truck Tire Cal- 
culator” and “The Practical 
Guide for Tire Combinations” 
will be promptly forwarded 
without obligation. 


oodrich”*..-Silvertowns 


IFY THESE NEW SILVERTOWN TIRES FOR TRUCKS AND BUSES 
dail 
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OKOLITE 


INSULATION 
EFFECTIVELY RESISTANT TO 





OKOLITE insulation permits the use of higher voltages 
—higher loadings. Not requiring a lead sheath, it avoids 
the wiping of joints, the effects of electrolysis and cor- 
rosion, sheath losses, and other disadvantages of lead. 


OKOLITE is a high-voltage cable insulation developed 
upon extensive research—and backed with an impressive 
performance record. It has the resiliency and other de- 
sirable mechanical characteristics of rubber insulation. 


It is particularly resistant to heat, moisture and corona. 


OKOLITE insulation is suitable for many classes of 
power cable. Its scope runs from a small control wire 


to a heavy generator lead—or a submarine power cable. 


OKOLITE insulation is particularly adaptable for braided 
cables in wet ducts—or where there are high temperatures. 


THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 


OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














Pages with the Editors 





EVELOPMENTS on the Supreme Court front 

become increasingly perplexing to those 
of us who follow or try to follow day-to-day 
happenings in the capital city. When the 
highest court recently did a good-sized Mon- 
day’s wash by hanging all of the Wagner 
Labor Act cases out on the same Washington 
date line, our editorial ears were cupped for 
reaction. Reaction came, but it was far from 
unanimous. 


“Ana!” said the court plan foes. “These 
decisions remove the last vestige of support 
for the President’s argument that the court 
blocks progress.” 


“Ono!” said the court plan friends (doubt- 
less scorning to use the “Aha” of their ad- 
versaries). “These decisions prove to the hilt 
the President’s arguments that the court jus- 
tices are arbitrary and capricious dictators.” 


Boru sides seemed so confident and sincere. 
Yet, how could the same evidence prove such 
conflicting cases? It recalls the story about 
an old-fashioned temperance lecture down in 
Georgia. The preacher had brought forth the 
usual mountaineer, hale and hearty at 100 years 
of age, who claimed that his longevity was 
due to the fact that he had never touched a 
drop of liquor in his long life. 


THE inevitable question was asked—how 


© Harris & Ewing 
G. W. LINEWEAVER 
Shall there be truce or truculence? 
(See Pace 531) 
APR. 29, 1937 


OWEN ELY 


Depreciation ts headache number 
one to the bookkeeper. 


(SEE Pace 542) 


had he come to choose a life of abstinence in 
a section noted for rather generous tippling? 
He explained that as a very young child he 
had been shamed and disgraced by the dis- 
gusting example of a hard-drinking, quarrel- 
some father. The sympathetic audience was 
much impressed until later on—at the same 
meeting—the teetotaler’s father showed up, 
in person, still alive, and still quite drunk and 
disorderly. Somehow that seemed to leave the 
audience as puzzled as we are about who 
has proved what in re this Supreme Court 
business. 


A somewhat similar puzzle lies right in 
our own field of American power economics. 
Some of our liberals who always have spoken 
for peace—often as brave voices crying in a 
wilderness of militaristic propaganda—now 
emerge as advocates of a wasteful war to ex- 
tinction against private enterprise in the power 
industry. So right were they proven by later 
events when they warned us of the folly of 
bitter struggle that some of us may now 
wonder why industrial warfare is so justified, 
as distinguished from international military 
warfare. 


rs they tell us there must be no terms of 
surrender—no “pool”—nothing but con- 
tinual struggle by the government against pri- 
vate enterprise. To the moderate suggestion 
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SPECIFICATIONS 


1000 Watt 
Standard Lamps, Size T-24 Bipost 
Luminaire No. (Available with stem- 
hanger only) 
Diameter of Bowl 
Standard Suspension : 
Top of Bowl to Ceiling 
Overall Length 
SS Oe eae B-50 
‘Standard Finish ... Roman Silver 
Shipping Weight i 
__ Packed) 23 Ibs. 
‘ode AFIAWON 
Price each F.O.B. Irwin, Pa. ........ $23.00 








“On special order may be had age in 
Sprayed and baked ivory, seafoam green, 
blue or dove gray (husk finished in polished 
Gdluminum) at ¢@ "mall additional charge. 

On special order may be had fnished in 
Lustroter gun metal, antique bronze or light 
bronze (husk finished in polished aluminum) 
at no additional charge. 


uaa, 


\ Pe rmatiector , 


a 


A load Builder 
That Will Make 


Friends For You 
®* THE BIPOST 


(1000 WATT T-24) 
TOTALLY INDIRECT 


LUMINAIRE 


Herz is a new, small diameter, permafiector 
equipped luminaire, developed by “Pittsburgh” 
engineers to provide high intensity indirect light- 
ing for rooms where ceilings are low or where 
larger units are impractical. 


It is modern and distinctive in appearance and 
scientifically designed to control 1000 watts of 
light in the most efficient and satisfactory manner. 


Its shallow bowl—a type much in vogue today— 
serves only as an ornamental enclosure for the 
Permafiector of smooth glass which controls the 
light. 


The fixture is equipped with a unique dual husk, 
concealing the socket and lamp neck, ingeniously 
ventilated. No exposed vents mar its design. 


Stranded nickel wire with 40 mil. wall of asbestos 
insulation is used in this fixture, additionally in- 
sulated at the socket by refractory tubing. 


Many of your customers are prospects for lumi- 
naires of this type and you can unhesitatingly 
recommend this unit which is backed by more 
than 21 years of successful lighting experience. 


Write for details. 


PITTSBURGH 


REFLECTOR COMPANY 


OLIVER BUILDING PITTSBURGH, PA. 
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of industrial peace at any price, they stand 
daily in the halls of Congress like Cato of eld 
chanting “Carthage must be destroyed!” It 
is the merits of this problem which the former 
secretary of the Federal Power Commission, 
Mr. G. W. LiNEWEAVER (whose face and name 
by now should be quite familiar to the more 
religious readers of the ForTNIGHTLY) dis- 
cusses in the leading article in this issue. 


Hersert S. Payne, whose article on one- 
man street car operations appears on page 553 
of this issue, is at present the secretary of 
the Los Angeles Board of Public Utilities and 
Transportation. Born and educated in Charles- 
ton, W. Va., Mr. Payne started in the trans- 
portation business as far back as 1898 and 
became associated in various capacities with 
a number of leading lines, including the Balti- 
more & Ohio, Chesapeake & Ohio, Union 
Pacific, Denver & Rio Grande, and the 
Southern Pacific. He took his present post 
with the Los Angeles city government in 1912, 
incidentally becoming a member of the Cali- 
fornia Bar in 1922. 


Owen E:y, author of the article entitled 
“Accounting for Depreciation,” will be re- 
called as the contributing editor of the Forr- 
NIGHTLY’s financial department for the last 
two years. Mr. Ety is an up-state New Yorker 
who graduated from Hamline (A.B. 710) and 
Syracuse (A.M. ’11) universities. He began 
his business career as a Statistician with the 
New York Central Lines in 1914 and since has 
become widely known through his writings 
as an expert on railroad and utility finance. 


¥ 


reel utility companies may not be doing 
much more than other industries in reliev- 


HERBERT S. PAYNE 
He thinks one-man street cars are okay. 
(See Pace 553) 
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ing unemployment, but an instance came to our 
attention recently when they helped, unknow- ~ 
ingly, to get one family breadwinner a raise 
in salary. The gentleman in question went to 
his boss and demanded the raise. “T’ll have to 
have it, sir,” he said. “After all, I'll have you” 
know there are other companies after me.” 
He explained later to a fellow worker that 
there were, in fact, three companies after 
him—the gas, electric, and telephone com- | 
panies, respectively. ; 


¥ 


D EAR, dear, it does seem that once ye garru- 
lous editors start to telling alleged jokes, 
they never know when to stop. But here is — 
one told us by a friend who is an official of © 
the Federal Power Commission. He said he © 
was reminded of it while reading Otro Rau’s © 
interesting article on electrical distribution 
costs which was published in the April 15th 
issue of the FortTNIGHTLY. 4 


Ir seems that a colored minister of the 
Gospel was telling his congregation of the 
touching beauty of free salvation. He must 
have emphasized the “free” angle a little too 
heavily because when it came time to take up 
the collection, one black sheep of the flock 
got up and said, “Parson, how com’ yo’ passin’ 
de box fo’ cash donations? Ain't yo’ all jis’ 
said dat salvation wuz free—as free as de 
water we drinks?” 


THE preacher thought this over for just a 
second then made this snappy comeback: 
“True, brother, true. Salvation 1 is free—jis’ as 
free as water. However, yo’ know dat water 
is only free when yo’ goes an gits it out’n de 
ribber. But when we pipes it to yo’, well den 
yo’ all nachrully has to pay jis’ a little sumthin’ 
fo’ de pipin!” 


¥ 


A the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


A decision by the Missouri commission 
on electric rates gives extensive consideration 
to various charges to capital such as over- 
heads, property used and useful, and contract 
expense, with a discussion of prices and labor 
rates. (See page 337.) 


A low-cost rate plan for gas service has 
been approved by the Alabama commissior. 
(See page 397.) 


Tue Oregon commissioner, following his 
usual practice, has disallowed contributions 
and unapproved payments to affiliated inter- 
ests. (See page 399.) 


THE next number of this magazine will be 
out May 13th. 


A, Calne 
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MISS WILSON, 
FILE THIS IN A 


SAFE PLACE! 





Ps 


f 
—_ | 
way 


What do you mean SAFE PLACE? 


N most businesses “File in a safe place!” is a per- years. Yet at this moment they are probably in ordi- 
fectly meaningless phrase. nary steel files. Files that become blistering hot the 
(Consider your own case. Few papers are of greater minute a fire breaks out, charring priceless records 
value to a utility than accounts payable vouchers,en- ‘° 4 crisp! 
gineering and construction data and valuation and This is a needless risk today. The Remington Rand 
appraisal reports. Their loss might set you back ten Safe-Cabinet can give four hour certified fire. protec- 
tion to every vital paper your business requires. It 
bears the highest certification awarded by the Under- 
writer's laboratories. 


30 MINUTES TO 4 HOUR FIRE PROTECTION 
Remington Rand offers a complete range of equip- 
ment permitting you to protect records according to 
their value and the risk. From the new Certi-file 
which gives 30 minutes certified protection for little 
more than the cost of an ordinary file, to the Safe- 
Cabinet line offering one, two and four full hours of 
protection! For more complete information mail the 
coupon today for “Pieces of Paper”. Sent free, 
without obligation. 





ema se ee eee See sea eeeee 
WRNED FILE What a five min- SAFE FILE The Safe- Cabinet MAIL COUPON apatites 
le fire does to papers stored in gives 1, 2 or 4 hours certified Remington Rand Inc. Dept. U-544 
Heel files. . . irreplaceable re- protection to every vital paper 465 Washington St., Buffalo, N.Y. 
ords gone forever! your business requires! LS -saoney oro please send 


for free copy 
“Pieces of Paper”’ 


Street Address —.. 
City and State 


ewes aeccament 
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SOUTHERN INDIANA 
Gas and Electric Company 


New Steam Generator 


A NEW pulverized-coal-fired 
steam generating unit is under 
construction for the Evansville 
plant of the Southern Indiana 
Gas & Electric Company. The 
specified fuel is an Indiana coal 
of 11,000 B.t.u. per pound; fusion 
point of ash 2,100 deg. F.; mois- 
ture 12 per cent. The unit includes 
a three-drum boiler, a completely 
water-cooled furnace, an extended 
surface economizer, and a tubular 
air preheater. Fuel is prepared in 
Foster Wheeler, conical, ball pul- 
verizers (Hardinge type). The 
superheater is of bare tube, pen- 
dant loop type, the headers being 
conveniently placed outside of 
the setting at the top. A super- 
heater by-pass is provided to per- 
mit passing gases around the 
superheater to prevent exceeding 
the specified temperature. 

















The design conditions are: 

Capacity—lb. per hour 

Pressure—lb. per square inch 

Final steam temperature—deg. F 

Preheated air temperature—deg. F. .......... 360 
Feedwater leaving economizer—deg. F. ...... 460 


Foster Wheeler Corporation 
16§ Broad way New York, N. Y. 
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“There never was in the world two opinions alike.” 


Joun E. RANKIN 
Senator from Mississippi. 


H. H. Carey 
Writer. 


Francis D. CULKIN 
U. S. Representative from 
New York. 


L. F. Livincston 
Manager, Agricultural Extension 
Section, E. I. DuPont de 
Nemours & Co. 


Davin LAWRENCE 
Newspaper columnist. 


JAMEs D. Ross 
Member, Securities and Exchange 
Commission. 


C. O. RUGGLES 
Professor of Public Utiljy Man- 
agement, Harvard Graduate School 

of Business Administration, 


Time, Weekly Magazine. 


A. S. J. SHaw 
Member, Oklahoma Corporation 
Commission. 


APR. 29, 1937 


—MONTAIGNE 


“We cannot afford to permit these racketeers to domin- 
ate every city, town, and community in the country.” 


¥ 


“One of the major fields upon which public opinion 
has produced a marked change is that of employer-em- 
ployee relations.” 


¥ 


“Every piece of reclamation pork that is put over 
here (in Congress) defeats the needs of real reclamation 
and discredits it.” 


* 


“The farmer of today finds himself on the national 
laboratory operating table with a regiment of experi- 
menters gathered around, each with his special nostrum 
to try.” 

5 


“Men will not buy temporary ease at any such price as 
Mr. Roosevelt offers, however benevolent his intentions 
or however alluring the social goals he would have us 
attain.” 


¥ 


“|. . in many quarters, those who originally opposed 
the SEC are now pleased with its results, and realize 
that it is a help and not a hindrance to any legitimate 
business.” 


¥ 


“The charge that public utility regulation has broken 
down really misses the issue. It would be more to the 
point to say that effective public utility regulation has 
never been tried.” 


¥ 
“When all Bonneville’s production comes in, the area 
will have to consume three times as much power as at 


present if some of the government or private generating 
plants are not to be largely idle.” 


¥ 


“I might say that it will also be well that some method 
be perfected whereby the state supréme court might 


have some assistance in handing down opinions in the 


important cases, such as rate reductions.” 
12 





To mee 
with at 
Burroug 
features 
the recc 
large an 
are ber 
economy 
these ne 
handle 

these ne 
local B: 
particul: 
will be 


April 29, 1937 Public Utilities Fortnightly 








PAYROLL 
RECORDS 








COMPLETE SOCIAL 
SECURITY RECORDS 
AT A LOW COST 


To meet today’s payroll accounting needs 
with a minimum of work and at low cost, 





Burroughs provides new machines, new 
features, new developments, for writing 
the records described above. Concerns— 
large and small—in all lines of business— 





are benefiting by the speed, ease and 
economy with which one or several of 
these new Burroughs machines completely 
handle all payroll records. Investigate 
these new Burroughs machines. Call your 
local Burroughs office and ask for full 
particulars. If desired, a demonstration 
will be arranged. 





pe 
po pe gon 
toa serena nt “- 


a S SEND FOR THIS NEW PAYROLL FOLDER! 


BURROUGHS ADDING MACHINE CO., 8009 SECOND BLVD., DETROIT, MICH, 


Send me the new folder ‘“‘Modern Payroll Methods’’—which includes illustrations of 
forms for compiling figures required by the Federal Social Security Act. 


Name. Type of Busi 
Address. PAS es ee 














Began EAL RTA OE MEE I He (EINE 8 RS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


| 
| 
| 
wh 





REMARKABLE REMARKS (Continued) 


EDITORIAL 
Nation’s Business. 


OswaALp RYAN 
General Counsel, Federal 
Power Commission, 


Mrs. KENNETH B. Norton 
Director, Westchester Lighting 
Company. 


ARTHUR E. Morcan 
Chairman, Tennessee Valley 
Authority. 


WittraM O. DoucLas 
Member, Securities and Exchange 
Commission. 


J. CrarK WILLIAMS 
British newspaper commentator. 


DanteEL C. Roper 
Secretary of Commerce. 


CHESTER M. WRIGHT 
Writer. 


FRANKLIN D, ROOSEVELT 
President of the United States. 
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“Whose baby will the next boom be? Both Washing- 
ton and Wall Street are already denying the paternity 
of this, as yet, unborn child.” 


e 
“Unsound financial practices once dignified by wide 
use and respectability are becoming outmoded under the 
influence or compulsion of the new Federal regulation.” 


* 


“Women are making 85 per cent of all expenditures 
in the nation, and I think it is a good idea to put women 
on boards of utility companies and similar concerns.” 


¥ 


“The assumption that only political agitation and action 
are necessary to bring about sound public ownership of 
power is naive, and will lead ultimately to higher costs 
and to more restricted service.” 


¥ 


“Looking back over the past five years it is obvious 
that a reaction has set in against acute centralization of 
industrial control. The demand has been more and more 
insistent for greater democracy in industry and in 
finance.” 


¥ 


“As a price for its whole-hearted agreement to deal 
with closed shop unions, American utility management 
now has the chance of obtaining the best bargain it 
could wish for—the united and permanent opposition of 
union labor to public ownership.” 


¥ 


“This Florida ship canal lends itself particularly to the 
enjoyment of the operation of pleasure craft, yet there 
are vast additional economic advantages which will be 
realized with the further development of the waterway, 
as incidental features to the fundamental purpose of 
flood control.” 


¥* 


“Those ‘good old days’ when the country could go for 
perhaps six months without having to worry about any 
‘paramount issue’ and could devote its time to doing the 
ordinary things of life in the ordinary way, seem to 
have gone and ferment is the order of the day.” 


sd 


“It will take courage to let our minds be bold and find 
the ways to meet the needs of the nation. But for our 
party, now as always, the counsel of courage is the coun- 
sel of wisdom. If we do not have the courage to lead the 
American people where they want to go, some one else 
will. Here is one-third of a nation ill-nourished, ill- 
clad, ill-housed—now! Here are thousands upon thou- 
sands of farmers wondering whether next year’s prices 
will meet their mortgage interest—now!” 


CAPAC 
PER UI 
(Ib per | 


1,000,0 
750,0 
660,0 
500,0 


420,0 
320,0 
300,0 
300,0 


275,0 
275,0 
250, 
225, 
200,( 


170, 
140,¢ 
130,¢ 
115,¢ 


90,¢ 
80, 
60,( 
40, 
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“Tf EVIDENCE OF ABILITY 


« fo design and build Steam Generating Units 





or any requirements of modern utility practice 





Partial List of Contracts for 


C-E STEAM GENERATING UNITS 


on RECEIVED FROM UTILITIES IN PERIOD 
JANUARY 1, 1936—FEBRUARY 1, 1937 


” Data given indicate range of capacities, pressures and temperatures; plant locations suggest variety 
of fuels; company names imply competency of design evaluation. 





1s CAPACITY | DESIGN TOTAL | NUMBER 
of PER UNIT | PRESSURE} TEMP. OF COMPANY 
(Ib per hr) |(lb persqin)| (deg F) UNITS 





1,000,000 1425 925 Appalachian Electric Power Co. 
750,000 1475 The Ohio Power Co. Power, W. Va. 
1 660,000 1475 Philadelphia Electric Co. Philadelphia, Pa. 
500,000 1400 New York Edison Co. New York, N.Y. 
t (Now consolidated Edison Co., of N. Y., Inc.) 
t 420,000 710 a The Detroit Edison Co. Detroit, Mich. 
320,000 Gulf States Utilities Co. Beaumont, Tex. 
300,000 1400 Kansas City Power & Light Co. | Kansas City, Mo. 
300,000 900 United Power Mfg. Co. Iowana, Iowa 
: 275,000 Nebraska Power Co. Omaha, Neb. 
275,000 725 Duke Power Co. Mt. Holly, N.C. 
; 250,000 Rochester Gas & Electric Co. Rochester, N. Y. 
; 225,000 900 Ohio Edison Co. Springfield, O. 


200,000 450 Utah Power & Light Co. Careyhurst, Utah 


170,000 225 Dayton Power & Light Co. Dayton, O. 

140,000 * Southern Indiana Gas & Elec. Co. | Evansville, Ind. 
130,000 725 Connecticut Light & Power Co. | Montville, Conn. 
115,000 900 Missouri Power & Light Co. Jefferson City, Mo. 


90,000 200 Georgia Power Co. Atlanta, Ga. 

80,000 450 Public Service Co. of Indiana Edwardsport, Ind. 
60,000 Virginia Public Service Co. Alexandria, Va. 
40,000 275 Central Illinois Electric & Gas Co.| Lincoln, Ill. 























‘Firing equipment not included. 


COMBUSTION ENGINEERING COMPANY, INC. 


200 MADISON AVENUE, NEW YORK 
CANADA: COMBUSTION ENGINEERING CORP. LTD, MONTREAL 
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On the docket for today 


CONSTRUCTION MACHINERY 


“You know, Lad—some of the biggest “Yes, Pop, by insisting on lighter and 
brutes in this array of modern industrial stronger machinery, the construction 
machinery are those used by the men’ men are building a big, steady load for 
who build roads, dams, tunnels, bridges, the power companies. Progressive manu- 
buildings, etc. And more and more of facturers are giving them tools that are 
them are being arc welded. Only yester- faster and less costly to operate because 
day I saw a 30-ton kiddie car that’s used of arc welded construction. Sign up 
for toting steam shovels around. Every- these fellows if you want to see some 
thing but its 16 rubber tires is arc profitable meter spinning. The welding 
welded.” arcs are big brutes!” 


Free Arc Welding Instruction for Every pound of electrodes requires 1.75 
Power Salesmen. For particulars, get kilowatt-hours. The average welder 
in touch with our main office in Cleve- uses 5,000 to 10,000 /bs. of electrodes 
land, Ohio, Dept. Y Y-383. per year. 


No. 24 of a Series 


THE LINCOLN ELECTRIC COMPANY 


Largest Manufacturers of Arc Welding Equipment in the World 


CLEVELAND, OHIO 
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ISCO Provides Low Cost Summer Comfort 
The Kisco AlIRistocrat 


Patented “Deflecto” Recirculator 





Here is a marked advance in fan design and construction—a 
combination of utility plus cooling comfort. The “Deflecto” 
principle has long been recognized for its quiet, effective, and 
unique performance. It is now offered in five models, each in 
three sizes. When Style, Beauty, Quiet, and Effective Per- 
formance are desired, specify Kisco “Deflecto” Recirculators. 


The De Luxe Air Mover 


Is now offered in four models—Ceiling, Wall Bracket, Pedestal 
Base Model, and “Hi-Boy.” 


Cooling and air circulating problems can be quickly solved 
with a Kisco “DeLuxe” Air Mover. The high efficiency is due 
to its exclusive design and rugged construction. It is sold on 


The Pedestal 
also “Hi-Boy” Air Mover 


Is offered in three models—the “DeLuxe,” “Q-T,” and 
Belt-Drive. The direct motor driven pedestal and “Hi- 

Boy” Air Movers can be supplied with two speed con- 

trols. These two models are also furnished with the adjustable 
high pedestal arrangement. 


All Kisco “DeLuxe” Air Movers are also equipped with the 
special fan adjustment feature. A size and model to meet your 
particular demand. 





Exhaust Fans--16' to 48'--Motor and Belt- Drive 


When a Kisco Exhaust Fan goes in, the fumes, heat, and polluted air go out. Long, 
dependable, and efficient service is guaranteed, because Kisco Exhaust Fans are built 
up to Quality and sold on Performance, not inches. 


The wide selection, 16 to 48”, eliminates the necessity of installing two fans. Why 
hoard foul, polluted air. Write for Fan Catalog P. U. 437. 


“BREEZY TALES OF SUMMER SALES” 
Write for your copy today! 


KISCO COMPANY INC. 


St. Louis, Mo. 
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DAVEY Compressor Trucks 


WILL CUT YOUR MAINTENANCE COSTS 


Because Davey Compressors take their power from the truck engine, they require only about one-third of the t 
capacity. The rest may be used in a variety of ways in handling maintenance work. 

So you have a dual-purpose unit, which may be used full time, either as a truck or as a compressor. You do not 
a second truck to carry a compressor to the work. 





Some Distinguished Owners: 


Boston Consolidated Gas Company 
New York»Power and Light Corporation 
Michigan Bell Telephone Company 
Iroquois Gas Corporation, Buffalo 
City of Syracuse, N. Y., Div. of Water 
Connecticut Light and Power Company 





Also, because compressed air is always available, your men will 

time-saving air tools to do many a“ 4 soho which would oth 
done at much greater expense by hand 

Davey truck-driven compressors are dhevenchde proven in six 

hard service. Let us tell you more amout them. 


DAVEY COMPRESSOR CO., Inc. 


KENT, OHIO 











ic Relations. 
ent of Civic Pride. 


lighting in all Communities. 





Increased use of higher standards of now utilizing and profiting by the plan. 


AMERICAN STREET ILLUMINATING CO. a premise easily supported. Just a note 


“Backed by 59 Years Street Lighting Experience” will bring the plan to any utility official. 
261 N. Broad St. Philadelphia, Penna. 


GShHLVRAY 


ul; tivalex 


PROCESSI 


The best index to 

the tangible value of the Silvray 
"Multiplex" Processing Plan for more 
effective street illumination, is the uni- 
formly fine results obtained by Utilities 


That it will work as effectively for you is 
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Whether You Buy A Tankful Of Gasolene Or 


A Carload Of Oil— You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation .. . production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


=< 
ITIES SERVICE oS Serves A Nation! 
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LET POWEL 


write its autobiography 


TAYLOR RECORDING THERMOMETER —In appearance, design 
and construction the highest type of modern recorder available today. 
Three types— Mercury-, Gas-, and Vapor-Actuated. Mercury type uses latest 


4 


fi and i 





TAYLOR RECORDING PRESSURE GAUGES—~As fine and ac- 
as its brother of temp With 





in design and construction. A 





iP 


for gauge of the highest type—long-lasting, efficient snd econom- 





Taylor Accuratus Tubing, d to ¢ 


changes through which tubing passes and to assure correct bulb temper- 
ature readings. Dust-proof and moisture-proof cases for face-, or flush- 


are ilable to 





mounting. Many styles of dard bulb 
accommodate all types of apparatus. 


ical in operation. In a rust-proof die-cast case which protects the inner 
mechanism against moisture and dust. For face-, or flush-mounting. 
Shown dimly behind the recorder is the Taylor Dial Gauge, outstand- 


ing among indicating instruments. Easy to read...durable...accurate. 





Study its accurate record as written by the pens of 


Taylor Recording Thermometers and Pressure Gauges 


HO ever thought of power 
writing its life history? But it 
does—in terms of temperature and 
pressure, with the pens of recording 
thermometers and gauges. The chart 
chapters are vital records for every 
power plant. But they must be ac- 
curate records—reliable records— 
the truth and nothing but the truth. 
Through the medium of Taylor 
Recording Thermometers and Pres- 
sure Gauges, power plants get pre- 
cise and accurate records today. 
These instruments are designed 
from beginning to end to meet the 
most exacting requirements in con- 
nection with the production of power. 


They are built to be accurate—and 
to give exceptionally long and eco- 
nomical service. (Their charts are 
printed on specially developed paper 
to eliminate reaction to atmospheric 
changes and to provide the ideal 
writing surface.) 

Shown above are three types of 
modern Taylor Recorders designed 
for power plant use. A Taylor Re- 
cording Thermometer, a Recording 
Pressure Gauge, and a combined 
Recording Thermometer and Pres- 
sure Gauge, a necessity for super- 
heated steam lines. For more com- 
plete information regarding these 
instruments, write for Catalog 68J 


on Temperature Recorders and 
alog 68JF on Pressure Record 
For more direct data on these an 
any other Taylor Instrument {d 
Power Plants, ask a Taylor Repi 
sentative to cover the ground wit 
you. For Catalogs or a Taylor f 
resentative, address Taylor Ins! 
ment Companies, Rochester, N. 
or Toronto, Canada. Manufact 
in Great Britain—Short & Maso 
Ltd., London, England. 


Indicating 


TEMPERATURE, PRESSURE « 
4 FLOW INSTRUMENTS 
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STEAM STREAM 


IFTEEN years ago, G-E turbine engineers de- 
veloped the “air test””—an inquisitive, probing 
chine which, by means of wood models, plaster 
ts, and finished sections, has enabled a clear 
erstanding of high-velocity steam flow through 
bine nozzles and buckets. 


is machine typifies the kind of engineering that 
smade practicable today the production of a 
bwatt-hour from Jess than one pound of coal. 
mis an example of the development work that 
enabled the industry as a whole to reduce 

consumption per kilowatt-hour by 50 per 
t since 1920, 


wish we knew how much of this vast saving 
ht be attributed to General Electric turbine 





facturers of greatly improved boilers and auxiliaries 
—the consulting engineers—your own operating 
men. Yet if you were to segregate all of the con- 
tributing factors, applying conservative weighted 
values to specific General Electric developments 
we believe that in all fairness you would arrive at} 
our conclusion—that G-E turbine development 
since 1920 is today worth close to $100,000, 

a year in total fuel saved. 


Our purpose in making these statements is, first 
to direct your attention to the intrinsic value o 
the General Electric product; then, to indicate 
the wide spread benefits that G-E engineering and 
research bring to the entire industry—benefi 
that you are certain to share with your every 
purchase from General Electric. 
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How a BETTER WELD assures 
A BETTER PIPING SYSTEM 


Engineers prefer the plain cir- 
cumferential butt weld that Grinnell 
Welding Fittings make possible. 

Any qualified pipe welder can, 
without difficulty, make one or a 
hundred welds of this type per- 
fectly. Welds that result in smooth, 
clean inside surfaces. No ragged, 
sharp corners. No slag within the 
pipe. 
all welds everywhere in the system. 


And complete uniformity of 


Grinnell Welding Fittings are 
seamless, smooth inside and out. 


Zz 


CURIS 


ws WHENEVER PIPING 


They weld easily. Their welding 
ends match up to pipe, whether 
Standard, Extra Strong, or O.D.— 
and their pressure-temperature 
ratings are the same as seamless 
pipe. 

These Grinnell Fittings assure 
simpler, cleaner, more uniform 
installation of any piping system. 
Catalog 2 gives full details. 


AS INVOLVED... 
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OU don’t need an introduction to 

Hammermill Bond. It has probably 
worked for you at least some part of the 
twenty-five years it has served the Ameri- 
can business public. But possibly you are 
not acquainted with Hammermill Ledger 
for records; Hammermill Safety Paper 
for checks and negotiable documents; 
Hammermill Cover for catalogs; Hammer- 


MER 
HAMMOND EL 
TYPEWRITER PAPER 


HAMMERMILL 
MERMILL | OFFSET 


Duchrome 


Diira-Glo 
wAMMERM,, 
COVER 


ere“ ree 
wht quncenen® 


mill Offset for advertising broadsides; 
Hammermill Mimeograph and Duplicator 
for reports, charts and department in- 
structions. Hammermill makes a range of 
papers for nearly every business use, and 
they are all made to Hammermill quality 
and distributed to printers through the 
nation-wide merchant group known as 
Hammermill Agents. 


genet FREE ... ComPce;; 


SAMPLE BOOK 


DIRECTLY ABOVE is shown 
the Comprehensive Sample Book 
of Hammermill Papers—more 
than 221 pages of quick, useful, 
authentic information on paper 
selection. 5% x 8%” in size... 
about 1%” thick . . . fits snugly 
in a corner of your desk or in the 
drawer. Free if you will attach 
the coupon to your business 
letterhead. 





2a P.U.F.-4-29 
Hammermill Paper Co., Erie, Pa. 
Gentlemen: Please send me your 
Comprehensive Sample Book in- 
troduci the entire Hammer- 
mill family. 


Name 





Address 








(Please attach to your busi- 
ness letter. 
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COMPLETE IN ITSELF! 


NO EXPENSIVE AUXILIARY EQUIPMEN 


® Self-contained, self-powered and easily packed in the back 
of a car or the corner of a truck, the BARCO Portable Gasoline Hammer can 
be taken to any job quickly—cheaply—ready for work when it arrives. 
Without the aid of expensive auxiliary equipment a BARCO drills, digs, 
cuts asphalt . . . drives test rods . . . or tamps backfill. No demolition job 


is too tough. Temperature nor weather affect the operation. Ask for 





particulars. 


BARCO MANUFACTURING COMPANYE:..... 


1803 Winnemac Avenue, Chicago, Il. ae 
q BARCO, nAMMER : 
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ith a sweep 


¢ his brush... 


Y _ .& a s periect pleture, af of 


& more than 30-year old 
Casing cut away to show 
arts inserted. No 
matter how old your Tri- 
or Lambert 
Meters get to oe a . 
a is fit 
eed not 
bay new meters . 
the value of your ae 
investment remains constant 


It needed but a single astounding brush-stroke for the great 
painter Giotto to prove his mastery. Only the experienced 
realized the skill of perfect workmanship behind the apparent 


simplicity of the demonstration. 


Experienced Water Works men who use Trident and Lambert 
Water Meters likewise realize the perfect workmanship—the 
Quality—behind the simplicity of these precision-built yet 
rugged instruments. They realize it in terms of sustained accu- 
racy, in low maintenance, in greater water revenue production 

. and in that master-stroke of Trident manufacturing leader- 
ship, i.e, INTERCHANGEABILITY of parts that wipes 
out deterioration and obsolescence and safeguards the value 
of your water meter investment for 10, 20, 30 years—or as 
long as the meter casing endures! The more than 6 million 
Trident and Lambert Water Meters made and sold the world 
over paint a picture of acceptance that proves leadership. 
Neptune Meter Company (Thomson Meter Corp.}, 50 West 
50th Street (Rockefeller Center), New York City ... also... 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Ont., 
Canada. ... 


A meter for every type of service. 
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ARE BETTER EQUIPPED 
TO DO THEIR PART 


Installed out of sight, where 
periodic inspection is imprac- 
tical, Copperweld Ground 
Rods and Grounding Clamps 
insure the dependability of 
your protective grounds. 


Although Copperweld Ground 
Rods offer the permanence of 
copper, because of their rust- 
proof copper exterior, the 
are nevertheless ‘hedttonent, 
Also, they can be driven 
quickiy, without bending, as 
the steel core of these rods 
makes them extremely rigid. 


Specify Copperweld Rods 
and Clamps—and guard 
against substitutions 


COPPERWELD STEEL COMPANY 


GLASSPORT PA. 





49,597 
TESTED LAST YEAR 


Linemen’s rubber gloves are a safe- 
guard only when in good condition. They 
should be inspected and tested regularly. 


Many companies make this a standard 
practice. All gloves issued to workmen 
are sent to Electrical Testing Laborato- 
ries for inspection and high voltage test 
every three or six months. 


This service is not costly and it gives 
assurance of valuable protection. 


ELECTRICAL 
TESTING 
LABORATORIES 
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TO BETTER TYPING! 


Review for a moment a Royal-written letter! 


Every line reflects a reason why so many 
ofices are replacing their present typewriters 
with Royals! Every word is sharp and clear 
—every paragraph is perfectly aligned and 
spaced! 

Experienced operators familiar with every 
make of typewriter, prefer the Easy- Writing 
Royal. They recognize the advantages of 
Shift Freedom, Touch Control*, Finger Com- 
fort Keys, Automatic Paper Lock—more than 
a score of exclusive Royal improve- 

ments which make every typing 

operation easier, faster. At the keys 

of a Royal, the girl types far more 

in less time! And therefore at a lower cost. 
Modernize! Save time and money! Invite 
a demonstration. Compare the Work! 

Royal Typewriter Company, Inc., 2 Park Ave., N.Y. 
The world’s largest company devoted exclusively to 
the manufacture of typewriters. Also makers of the 


Royal Portable Typewriter for home and student 
“se. Factory: Hartford, Conn. 


*Trade-mark for key-tension device 


MODERNIZE 
WITH 
> ROYAL 


World’s No. 1 
Typewriter! 
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ONSERVE TRENCHING DOLLAR! 


Youll Get Most TRENCH In MO 
Places at Least Cost with 





The a a 
Cleveland Pee Ss 
“BABY 

DIGGER 

Model 95” 


ou’ll get the most out of machine trenching wherever the work 
when you put today’s Model 95 “BABY DIGGER” on the job. 
More finely balanced, more powerful and rugged, much faster 
and more resistant to wear and abuse, it represents the utmost 
in trenching economy and efficiency. Savings of as much as 75% 
have been ‘made by the use of this machine. 


These constant savings that BABY DIGGERS chalk up under 
the most difficult operating conditions are an insistant challenge to 
their owners to use them on every foot of trench they have to dig. 
And BABY DIGGERS are quickly and easily transported from 
job to job on their own specially built trailer—a distinctive 
“Cleveland” feature. Investigate and save. Write today for com- 
plete information. 


THE CLEVELAND TRENCHER COMPANY Ri 


“Pioneer of the Small Trencher” 


20100 ST. CLAIR AVE. CLEVELAND, OHIO 





BOSTON 


ay ay : ST. Lou 


i The CLEVELAND <8 
GY BABY DIGGER Model 95 Hae 
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in Central Stations 


ant after plant in the Public Utility industry has swung to Riley 
uverizers ... definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Iil. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. ‘The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation, 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


—— the condition—per cent tables 
——the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
——the methods for estimating and accounting for actual depreciation 
the detailed analyses of 68 court decisions on valuation 
—— the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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Modern Steel Handles 
Straight Sides 
One piece handle con- 
struction for eater 
strength. ote 
straight-sided double 

boiler. 





Trigger Lifts Spout 
Cap on Tea Kettle 
Trigger in handle per- 
mits opening or clos- 
ing spout cap with 
index finger. istle 
in cap sings as water 

boils. 














Dept. 664 


New Design — New Finish 
Appeal to the Consumer 


All the features recommended for range 
efficiency and economy are combined in these 
modern utensils. They provide an entirely 
“different” and potent force for increasing 
sales and use of the Gas Range. 


Entirely New Features 


Flat bottoms that fit snugly over the burners; straight 
sides that distribute the heat evenly; hard, quick-heating 
sheet aluminum; and non-burn bakelite trimmings are 
only a few of the gs | features of these utensils. Two 
finishes are available: Sparkling Satin-Ray or brilliantly 
polished Silver-Sheen, 


Write for Prices and Sales Plans! 


Stimulate sales by offering Arrow Ware 
as an accessory to range. Various 
combination sets are available—and there’s 
a set that comes within your price margin. 
Write for prices and outlines for success- 
ful promotions! 





(AD manege a. 


{eee Remy 





Percolator Cover Pre- 
vents Boiling Over 


Cover fits deep over 
sides of basket—pre- 
vents boiling over. 
No hinge on cover to 
break. 





No-Drip Spout 
Percolator spout has 
no-drip construction, 


easily cleaned. Six 
rivets attach handle 
socket securely. 


WEST BEND ALUMINUM COMPANY 


West Bend, Wisconsin 
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Full Size Professiona 


ARC 
WELDER 


y Here’s thrilling news! A 
full size, heavy dut se 
din Electric ARC W LDE 

—only $39.25 with De Luxe 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
metal. A sturdy, welded-steel- 
construction machine, yet 
easily portable on casters. 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Hceonomical—costs only a few pennies an 
hour to use. Often pays for itself on first or 
second job. Can a ogee - t to outside jobs 
in auto truck or side car. as complete heat 
controls. Anyone aa use easily. Instructions for 
doing all kinds of welding jobs included. 

Amazing Details FREE! 
Send no money! Write today for fascinating 
facts about this new Aladdin ARC WELDER 
with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
and construction work—a highly efficient machine 
GUARANTEED TO MEET A CLAIMS, at a 
fraction of the price asked for others—at a sav- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 
COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohioc 








Established 185 Chicago. li] USA 





All Over the World Engineers 
; Choose This Battery 


NGINEERS all over the world recognize, 

in the unusual construction of the Exide- 
Chloride Battery, the reason for its gratify- 
ing performance in railway, telephone, elec- 
tric power control and all other stationary 
services. 


In nearly a half century of building stor- 
age batteries for every purpose, no other 
battery has been developed which fulfills 
more completely the requirements of utility 
and private industrial engineers. Write for 


CHLORIDE information about this battery with its re- 


markable Manchester positive and Box 


BATTERIES negative plates, 
THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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SPECIFY 


MERCOID CONTROLS 


THEY INCREASE THE EFFICIENCY 
OF AUTOMATIC HEATING EQUIP- 
MENT. GIVE MORE DEPENDABLE 
PERFORMANCE. REQUIRE PRAC- 
TICALLY NO ATTENTION. WE 
INVITE A CRITICAL COMPARISON 
SEE OUR CATALOG FOR DETAILS 


THE MERCOID CORPORATION 


GENERAL OFFICE AND FACTORY 
4201 BELMONT AVE. + CHICAGO, ILLINOIS 


New York Office: Philadelphia Office: Boston Office: 
90 WEST STREET 3137 N. BROAD ST. 25 IVY STREET 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 





THE MERCOID CORPORATION «¢ 4201 BELMONT AVENUE + CHICAGO, ILLING 
MANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIO 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-T 
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Wagner DISTRIBUTION 
TRANSFORMERS have 
PLM ditt wees VALUES 


@ THEY ARE EFFICIENT. Wagner Types HEB and HE 
tribution transformers have low core and copper losses 
their ratio of losses are such that they have good all-year 
efficiencies. 









@ THEY ARE WELL DESIGNED. Due to precision of manufac- 
ture, careful selection of materials and parts, and intelligent 
engineering, Wagner transformers have all the features that 
are necessary for satisfactory performance, and yet they are 
unusually advanced in modern design. 


@ THEY ARE THOROLY TESTED. All parts and completed 
transformers are carefully tested to meet exacting specifica- 
tions according to the latest transformer standards—an as- 
surance that Wagner transformers are reliable, free from 
defects, and will give many years of continuous duty. 


@ THEY WILL GIVE SATISFACTORY SERVICE. Wagner 
transformers of today are the result of constant improvement 
in their mechanical design and efficiency, gained from the 
experiences of highly trained Wagner engineers and trans- 
former users... working hand in hand... during 45 years 
of pioneering and developing. These years of experience have 
enabled Wagner engineers to determine the electrical designs 
that are best for satisfactory service. 


@ THEY HAVE IMPROVED FEATURES. Wagner transform- 
ers are representative of the latest developments in trans- 
former design and manufacture... bushing and insulation 
coordination, steel tanks, protected and reenforced end-turns, 
non-aging silicon-steel cores, advanced core assemblies, extra- 
strong element structures. 


@ THEY ARE CAREFULLY CONSTRUCTED, In the coil wind- 
ing, core construction, assembly and tank construction of 
every Wagner distribution transformer there is that extra 
skill and care that only experienced men under competent 
supervision, can impart into a product. Every step is double 
checked. 


@ CONVENIENT SERVICE FACILITIES. Because Wagner main- 
tains 25 branch offices, warehouses, and service stations in 
all parts of the country, Wagner can give better and quicker 
service to your n 


AWA ti15 d Ol selru lok @ayuslesuctaleyil 


6400 Plymouth Avenue, Saint Louis,U.S.A. 
RANSFORMERS . MOTORS 'F AM S ° BRAKE 
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Prepare to meet the 


NEW CLASSIFICATION 
OF ACCOUNTS 


with punched card accounting 


fa: * 
. 








| peak forward-looking utility com- Sf Ne 
panies realize that now is the 

logical time to install the punched Consider these 
card method of accounting. The 

speed and efficiency of this method ADVANTAGES 
have long been accepted. Now, when SPEED. Reports are obtained, 
accounting structures may have to be ) ee geen of importance, auto- 
reorganized to meet the new Federal matically by electric machine 
Power Classification, an excellent op- operation. 

portunity presents itself to improve 

and revise all existing procedures. 9, FLEXIBILITY. You can meet 


the new classification demands 
and still maintain your present 
set-up with punched cards. 











Find out how the International 
method of punched card accounting 
provides complete, accurate detailed 
records in minimum time and at ACCURACY. The punchedcards 
minimum cost. Your nearest IBM 3. fra saltiiie nmin, te 
branch office will give you full coop- nctinliest sechoutinahever. 
eration. Call on them today. No 


obligation. HY if 
INTERNATIONAL BUSINESS MACHINES CORPORATION 














General Offices Branch Offices in 
270 Broadway, New York, N. Y. Principal Cities of the World 
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You may specify Titan controls with the assurance 
that they will heighten your consumer good will. 
The simplicity of Titan design and the accuracy of 
Titan construction make for remarkable sensitivity, 
for positive operation and for negligible mainte- 
nance. The fact that Titan controls are standard 
equipment on the vast majority of A. G. A.-ap- 
proved storage heaters speaks for their wide accept- 
ance. Throughout Canada, in the Canal Zone, in 
every state in the Union, under every conceivable 
set of conditions and with every type of gas, Titans 
have compiled an enviable record of uniformly re- 
liable performance. May we send you an impress- 
ive list of manufacturers who have standardized on 
Titan controls? 


The Titan Valve & Manufacturing Co. 
9913 Elk Avenue Cleveland, Ohie 
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WILLIAM A. PRENDERGAST 


who was for nine years Chairman of the New York State Public Serv- 
ice Commission; who was Comptroller of the City of New York during 
the period when the Dual Subway Contracts were consummated; and 
who has until recently been an officer in one of the leading utility com- 
panies of the East, 


Discusses Matters of 
Special Interest to You In 


PUBLIC UTILITIES AND 
THE PEOPLE 


In this new volume the author gives a comprehensive picture of 
the vastly important and complex problems which the utility compa- 
nies—particularly the electric utilities—are having to face today. 
Written by a man whose unique background makes him a highly 
qualified authority, the book is timely to an unusual degree in view 
of the current agitation over public utility issues. Beginning with a 
general analysis of the nature and function of public utilities, the 
author proceeds in a logical and thorough manner to more particu- 
lar problems. He squarely tackles the vexing question of the “Pow- 
er Trust,” fearlessly considers in three brilliant chapters the func- 
tioning of holding companies, likewise devotes three chapters to the 
much debated subject of valuation, fully considers the problem of 
rates, and sums up with an estimate of what regulation has done and 
should do and with a provocative discussion of public ownership. 
Among the positive conclusions that Mr. Prendergast reaches is the 
belief that the “Power Trust” does not exist, that valuations should, 
according to the definition of the Supreme Court, be determined by 
present reproduction value, and that regulation by state commis- 
sions should be perfected and strengthened. 


PRICE, $3.00 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg., Washington, D. C. 
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BUY MEW 1937 CHEVROLET 
Commercial Cars and Jnucks. 


- EL CO 
eer 
pie 


1, 193 
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ee ‘ 


decennial TS > 





*. ae qet 
MORE POWER per gallon LOWER COST per load 


New Steelstream Styling —Solid Steel Turret Top Construction — 
Complete Insulation Throughout—all add to that greater dollar 
value for which Chevrolet trucks are famous. 






You get more for your money when 
PERFECTED HYDRAU- FOR cepmowica, YOu buy a new 1937 Chevrolet truck or 
LIC BRAKES — NEW TRANSPORTATION Commercial car. That will be perfectly 
HIGH-COMPRESSION plain to you when you study the accompanying list of 
VALVE-IN-HEAD Chevrolet features; and it will become even plainer 
ENGINE — MORE LOAD SPACE when you try one of these trucks on your own job. 
— IMPROVED LOAD DISTRIBU- Nowhere else at Chevrolet’s low prices will you 
TION — NEW STEELSTREAM find a truck so safe; or one that combines such great 
power with such great economy; or one that is so 
















STYLING — IMPROVED FULL- . 7 
oaeie Savie witw ae pleasing to the eye. Because nowhere else will you 
G REA find a truck with Chevrolet’s features, including 
ONE-PIECE HOUSING (on 1'/2-ton Perfected Hydraulic Brakes, New High-Compression 
Models) — NEW ALL-STEEL CAB — Valve-in-Head Engine and Steelstream Styling. 






PRESSURE STREAM LUBRICATION Buy one of these new Chevrolet trucks or com- 
Sond lew: lencliner Pies -anedlt Panioer pre mercial cars for greatest pulling power and greatest 
CHEVROLET MOTOR DIVISION economy. Buy one for more power per gallon— lower 

General Motors Sales Corporation 


DETROIT, MICHIGAN cost per load. See vour nearest Chevrolet dealer—iodav! 
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The sale of Modern Lighting 





Here’s how Architect Geo. F. —- and the Potomac Edison Compens 
convince the merchants and property owners of Cumberland, Md., of ¢ 
value of boichily lighted stores. 


A modern store front demands modern illumina- practice what we preach . . . because we know i 
tion. And modern illumination means a heavier means better business!” 
lighting load. There’s a natural tie-up if there Put a new Pittco Front on your utility show room 
ever was one . . . new Pittco Store Fronts and Make them an example of what you preach. And 
modern lighting. when the Pittco Store Front Caravan, sponsored 
But to take best advantage of this tie-up... to by Pittsburgh Plate Glass Company, comes to your 
convince prospects in your community of the sound-__ territory, don’t miss it. It shows you numerou 
ness of store front modernization with better light- actual examples of modern store front lighting. | 
ing . . . there’s nothing more valuable than an offers you an opportunity to cooperate with a pro 
actual example .. . on your own show rooms... motional effort that leads directly to more busines 
of just what you mean. for you. Contact our local branch for data pest 
ore! 
You talk to a merchant... . tell him the need for haps Ber ‘ays See - 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our ome PITTS a U RG H, 


own quarters down the street. There’s a new PLATE GLASS COMPANY 


front ... illuminated in the modern manner. We 
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Important 
New Features 
That Produce 
Sales Response 








ELECTRIC RANGES 


Distinctive styling . . . welded, sky- 
scraper type frame . . . stainless steel 
oven unit ... “FIBERGLAS” blanket 
insulation . . . and the new FLAT 
L&H Calrod Unit which gives greater 
contact with utensils . . . faster, more 
economical cooking. 

















A. J. LINDEMANN 

& HOVERSON CO. 

MILWAUKEE WISCONSIN 
New York Chicago 


San Francisco 


















Get the fact: about the 1937 line. 












GOOD 
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ts for the 
strumen factors $0" yo" or details ond 
ares of equipment. of the following 
V oPscrigtiv® catalog of oY 
e : 
TAG Instr RDING acon 
pRESSU! 
ORDI RS 
Insulators are only as good as the = THERON eCORDING 
experience and workmanship put in- SH pyROMETERS FOR ETTROLING 
to their production. pow METERS 
Our product is produced by men | : INTEGRATING SE TEMPERATURE, 
of the greatest experience tobe found | CON messURE, A SURE, LEVEL ale 
in the industry. | MERCURIAL peoenaced 
: : THERMOMETE STEAM TRAPS 
Vicror made insulators are Goop ~ . . 
8 lL TESTING 





INSULATORS. 













Catalog on request 












































Victor Insulators, Inc. 
Victor, N. Y. 
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GREATER VALUE 





Bose... 


BOTH QUALITY CELLS 


“EVEREADY” “IGNITOR” — for years, the outstanding all-purpose dry cell. 
Long a universal favorite with railroads, it has stood the test of time in 
applications running all the way from heaviest rail car ignition work to 


light telephone service. 


“EVEREADY” SPECIAL RAILROAD AND INDUSTRIAL CELL—with 
more costly materials and advanced manufacturing technique, the traditionally 
high quality cell is made even better. Retaining the high amperage necessary 
for satisfactory ignition service, it gives longer heavy service life and longer 
light service life—and of necessity, costs more. 


WE MAKE THEM BOTH. YOU HAVE YOUR CHOICE 





NATIONAL CARBON COMPANY, Inc. 


ucC 
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A new door to profit 


Open it up and here is what you find: planned applica- 
tion of power to machines by modern methods is a major 
factor in production economy. You open this new door 
to profit when you install planned power transmission. 
What you save thereby in power costs is a net profit. 
What you gain thereby in production at decreased cost 
is a competitive advantage. 


* * * 


Modern Group Drive is planned power transmission 
predicated on the production problem of the particular 
plant. It is the newer, and properly applied, the 
more efficient of the two modern systems of power 
transmission — individual motor drive (a motor for 
each machine) and modern group drive (one motor for 
a group of machines). A Modern Group Drive Plan 
combines the advantages of both systems; recognizes 
the need of individual motor drive for certain single 
machines; specifies modern group drive where machines 
doing similar or progressive work should be grouped. 























(An excerpt from Power Transmission Council’s April 
advertisements in Business Week and 8 other business 


papers. ) 

E have stated, and we repeat, that the pro- 

motion policy of Power Transmission Coun- 
cilis based on the conviction that what is best for 
the customer is best for us, who supply transmis- 
sion equipment, and best for the utilities whe 
supply the power. The above excerpt from our 
current advertising is an indication of this con- 
structive policy. This is a program deserving of 
support by the utilities, moral as well as financial. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET ® BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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Sections are reversible. 
There are no rights and 
lefts. Every right is 
also a left. Every left 
is also a right. 


Low Cost 
Replacement Boiler 


RANKLY now, why spend money tear- 

ing out and then repairing the tear-out on 
a building, in order to replace a boiler? Why 
do it, when the old boiler can be left where it 
is, or moved to one side, and a Burnham Cast 
Iron Twin Sectional put in its place. No tear- 
outs. No repairs. 


None of the Burnham sections are so big they 
won't slip through any average size door. 
Still, it is a big boiler having a 50-inch grate. 
If you prefer Welded Steel Boilers, Burnham 
also makes them. 


Both are built to a specification. Both are 
backed by a reputation. 


Irvington, New York Zanesville, Ohio 


Representatives in All Principal Cities of the 
United States and Canada 














————| 
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Public Utilities ‘Fortnightly 





HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


{| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 





] A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public. Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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WILLIAMSPORT 


STRAND is here to help you.. 
Cut handling costs 


Save on replacements 
Keep /ines in order 100 % 


IB Going up quicker, doing its work well and staying up longer 

a... that is the service of Williamsport Strand. And it will 

serve you as it serves others: economically. It's accurately 

a made, this Williamsport Strand, by men and machines de- 

Ig voted to no other work but turning out perfect strand. 

B Heavily galvanized, secure against weather and strong as 
strand can be. Williamsport 
Strand requires less attention .. . 
with that saving, it costs you less 
money. 


Make your next strand order: Wil- 
liamsport. And remember that 
Williamsport's method of pre- 
forming gives the utmost in quality 
—easier handling wire rope or 
strand—in Williamsport “Form- 
Set." 
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WW \ierlm’ 7) 1a el lmee! 


122 80. MICHIGAN AVE., CHICAGO—WILLIAMSPORT, PA. 
Offices in All Principal Cities 


. 20 N. WACKER DRIVE, CHICAGO, ILL. 
Joslyn Manufacturing & Supply NATIONAL DISTRIBUTORS FOR WILLIAMSPORT STRAND 
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Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 
connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


DICTOGRAPH -TELEMATIC . 
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TAYLOR STOKER UNITS 
TAYLOR STOKERS 
FURNACES (Wo | 

meet sd OO PP PER S 























Efficiency Earns Money 


Fundamental features of 
Taylor Stoker design are re- 
sponsible for high, every day 
operating efficiency at both low 
as well as high ratings. This 
means cheaper steam which in 
turn means higher operating 
profits. Many leading utilities 
throughout the country use 
Taylor Stokers. 








Coo 


Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Othe oducts: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A 


PUMPS MOTORS AND TRANSMISSIONS, A-E-CO MARINE ANT YACHT 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 










or “topping unite the ultimate j 


deaerating performance 


Below: Elliott 600,000-lb. per hr. 
horizontal welded steel plate de- 
aerating heater to furnish “‘zero- 
oxygen” water for the high- geome 
boilers installed | to furnish steam 
for a “topping” turbine in the 
Rivesville, at » plant of The 
Monongahela wis Penn Public 
Service Company, 


re right: Elliott 1,200,000-1b. 

horizontal welded steel 
oe heater for “* zero-oxygen” 
performance in connection with a 
super-imposed turbine unit in the 
Worerside Station of the New York 
Edison Company. 


ELLIOTT 
COMPANY 


PITTSBURGH, PA. 
Deaerator and Heater 
Dept. 
JEANNETTE, PA. 
District Offices 
in Princi Cities 


N-938a 
[o 
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ELLIOTT pDeEAeERATORS and 
DEAERATING Feed-water HEATERS 
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in deme 
Expensive, high- ~pressure, high-temperatu 
boile er equipment installed in connection wi 

“topping” or “super-imposed” turbine unit 
must be adequately protected against corrosi 
troubles. The deaerating unit must do a de 
pendable, outstanding job. 

Utility plants have come to Elliott Com 
pany for deaerator and deaerating heate 
units to serve their high-pressure boilers 
The illustrations show two typical horizontz 
steel-plate deaerating heaters recently 
viel public utility stations. where the re 
quirements are “zero-oxygen” feed water 
heated to the saturated temperature of th 
steam supplied the heater. 

The operating principle of Elliott deaerat 
ing heaters, plus careful attention in apply 
ing design factors, permits the attainmen 
of this exacting performance. Elliott heate 
are designed for any operating condition 
or capacity needed. 














Utilities Almanack 














{ Chamber of Commerce of the U.S.A. concludes annual meeting, Washington, D. C., 1937. 
1 American Water Works Asso., Illinois Sec., starts convention, Springheld, Ill., 1937. 











{ Nebraska Electric Association begins annual safety conference, Lincoln, Neb., 1937. 











{ Electrochemical Society concludes 4-day spring meeting, Philadelphia, Pa., 1937. 





{ National Electric Manufacturers Association will hold spring meeting, Hot Springs, Va., 
May 16-20, 1937. 





{ Edison Electric Institute, Technical Committees, starts annual conference, Chi- 
cago, Ill., 1937. 








{ Pennsylvania Gas Association begins 3-day meeting, Sky Top, Pa., 1937. 





{ Kansas Telephone Association opens convention, Junction City, Kan., 1937. 
1 Amer. Inst. of Elec. Engineers, Northeastern Dist., begins session, Buffalo, N. Y., 1937. 





{ Pennsylvania State Telephone & Telegraph Association will convene for session, Harris- 
burg, Pa., May 20-22, 1937. 





{ American Gas Association will hold production and chemical conference, New York, N. Y., 
May 24-26, 1937. 





{ Missouri Telephone Association will hold convention, Kansas City, Mo., May 25, 26, 1937. 





{ Southeastern Electric Exchange will hold fourth annual conference, Hot Springs, Va., 
May 27-29, 1937. 





{ National Fire Protection Association opens meeting, Chicago, Ill., 1937. 
{ A.G.A. Natural Gas Department begins conference, Kansas City, ‘Mo., 1937. 





{ Indiana Telephone Association starts co tion, Indianapolis, Ind., 1937. 














{ Edison Electric Institute will hold annual convention, Chicago, Iil., June 1-4, 1937. 
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Sentinel of the Night 


“’Twas a light that made 
Darkness itself appear 
A thing of comfort.” —SourTHEy. 
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Must the Power War Go On 
to the Bitter End? 


Suggested concessions which might be made by the 
Federal government and the utilities in order to ad- 
just their differences in the public interest. 


By G. W. LINEWEAVER 
FORMER SECRETARY, FEDERAL POWER COMMISSION 


to the entry of the United States 

into the conflict and later when 
this country was providing vast funds 
for the Allies, there were many face- 
tious expressions along this line: 

“Sure, the British and French will 
fight until the last American dollar is 
gone.” 

Today as the warfare between the 
electric power utilities and the Federal 
government, as represented by the 
Roosevelt administration, continues 
with no permanent or even temporary 
accord in sight, the situation has been 
summed up thus, depending upon the 


D URING the World War, previous 


531 


viewpoint of the person doing the talk- 
ing: 

“The utilities are prepared to spend 
the last dollar of their stockholders’ 
money fighting Federal regulation of 
holding companies,” say the spokes- 
men for the New Deal or the New 
Order as the second administration of 
President Roosevelt is being now 
designated. 

On the other hand, utility spokesmen 
shoot back: ‘Look what the govern- 
ment is doing to us. They (meaning 
the President and his publicly owned 
power supporters) are ready to spend 
the last dollar of the taxpayers to break 
APR. 29, 1937 
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the privately owned power industry 
and subsidize public ownership of elec- 
tric power.” 

While comparisons are always odi- 
ous and facetiousness should have no 
place in what should be the subject of 
calm consideration, several phases of 
the American power problem have too 
long been permitted to drift more or 
less aimlessly away from rather than 
toward a solution. There are not a few 
usually self-contained folk who honest- 
ly believe that nothing short of a war 
to the bitter end is in sight. 


Ox hope frequently expressed in 
circles antagonistic to the New 
Order is that a revulsion of public 
sentiment will come in due course 
which will be reflected in the policies 
of the Federal government concerning 
electric power problems and that all the 


utilities should do is to hold their lines, 
yield not an inch of ground, and trust 
to a return of the good old days of the 
“B. R.” (Before Roosevelt) era. 

No less in the extreme from the 
other side of the issue is the view of 
those who see nationalization of the 
electric power industry, from the 
standpoint of generation and transmis- 
sion, as the most desirable objective, 
cost what it may and regardless of the 
unexplored fields of governmental 
activities into which such a course will 
inevitably lead. 

Between these two extremes are 
schools of thought of varying degrees 
of conservatism or of liberalism, who 
firmly believe that there is a common 
ground on which there can be brought 
about an accommodation of divergent 
views and policies that are not too deep- 
ly rooted in one direction or another. 

Volumes could be written, tearing 


down or building up any theory that 
might be advanced by the extremists 
of the utility industry or of the radical 
element in public life that too frequent- 
ly seeks to capitalize public discontent 
if not inaugurate a crusade without 
taking account of possible results. No 
less reprehensible is the position taken 
by that element of the utility or any 
other industry which refuses to recog- 
nize that methods of by-gone years can 
no longer be maintained, and who fail 
to appreciate that time has brought and 
will continue to bring changes that call 
for the substitution of new ideas for 
old practices. 


HERE are observers who have no 
ax to grind and who look at the 
utility situation today dispassionately, 
who feel that the power industry has 
been backed up ‘against a stone wall, 
somewhat of its own making, and that 
it has no alternative but to make peace 
with the Federal government on what- 
ever terms the latter’s representatives 
will offer in the way of an olive branch. 
It is pointed out that it is not alone 
Federal laws and the entry of the 
United States government into the 
power business that the industry has to 
fear. The somewhat belated reliance 
of utilities on regulation by the states 
as an argument against Federal inter- 
ference has become an ever-weakening 
reed on which to lean for support or 
protection from the far-reaching hand 
of the central government at Wash- 
ington. 

Take the case of Pennsylvania for 
instance. Here has been a rock-ribbed 
conservative commonwealth, ever 
looking to the protection of its financial 
and industrial life, even when that ex- 
ponent of liberalism of his own brand, 
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Gifford Pinchot, sat in the governor’s 
chair at Harrisburg. Mr. Pinchot was 
not permitted to do as he willed with 
the public service commission and had 
to reckon with a hostile legislature 
throughout his two terms, and what- 
ever he might have wanted to do to the 
utilities, he was compelled to com- 
promise. 


B” look at the change today. Gov- 
ernor Earle, with a Democratic 
majority in both branches of the legis- 
lature for the first time in three-quar- 
ters of a century, is instituting a sys- 
tem of utility regulation with a public 
service commission of his own making 
that will doubtless put ideas into the 
heads of governors of other states 
where legislative results have hereto- 
fore been far less drastic. 

Even in Delaware, to which many 
corporations have fled for refuge from 
drastic legislation elsewhere and which 
has never had state utility commission 
regulation, there are rumblings that are 
not conducive to the peace of mind of 
utility executives who have declared 
for reliance on the states. In Virginia, 
a special session of the general as- 
sembly passed a bill designed to pro- 
tect the utilities from incursions by 
rural electrification codperatives, fi- 
nanced by the Federal government, but 
it had been amended to such an extent 
that some of the utility executives 


feared its effects as much as did the co- 
Operatives, and the governor gave it 
a “‘pocket veto.” 

As this article is being written, many 
of the forty state legislatures in session 
are showing an inclination to make it 
easy for municipalities, public districts, 
and codperative or nonprofit organiza- © 
tions to go into the electric power busi- 
ness. Not a few are memorializing 
Congress to establish in their states 
Federal set-ups similar to the Ten- 
nessee Valley Authority, with power 
production as a major factor. 


AX in all, the probabilities are that 
the private utility industry will not 
have had an altogether happy experi- 
ence with the state legislatures of 1937. 

It was with some amusement that 
members of Congress who had pre- 
viously served in state governments lis- 
tened in 1935 to the argument of op- 
ponents of the Public Utility Holding 
Company Act, in which they declared 
for state control unreservedly. Many 
recalled that not so many years had 
elapsed since some of these spokesmen 
had been questioning the jurisdiction 
of the states, were appealing to the 
Federal courts, and, as a result, had 
virtually forced enactment of Federal 
laws to regulate utilities engaged in in- 
terstate transmission. 

As a matter of fact, state legisla- 
tures, as a rule, if they choose to ex- 


look at the utility situation today dispassionately, who feel 


q “THERE are observers who have no ax to grind and who 


that the power industry has been backed up against a stone 
wall, somewhat of its own making, and that it has no alter- 
native but to make peace with the Federal government on 
whatever terms the latter’s representatives will offer in the 
way of an olive branch.” 
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ercise their power, have far wider au- 
thority in the matter of regulation than 
does the Congress of the United States. 
The Congress, whatever may be said of 
what it undertakes to do, is limited to 
powers conferred by the Constitution, 
while a legislature is limited only by 
restrictions the Constitution of its state 
places upon it. Courts may interfere in 
either instance, but the uncertainty that 
surrounds judicial determinations and 
the alternatives available to states in 
the way of taxation and exercise of 
police powers should make utilities 
wary of putting their eggs exclusively 
in the state basket. 


ND for that matter, neither is the 
Congress without alternatives in 
dealing with public utilities as has been 
demonstrated, in the existing Federal 
tax on income of all holding companies. 
Regardless of the outcome of pend- 
ing litigation in which the Federal gov- 
ernment and the private utilities are 
involved, Uncle Sam has gotten his 
head under the tent or several tents and 
it is the history of government that 
once it has taken hold of any situation 
actually or potentially affected with the 
public interest, no complete withdrawal 
has ever been effected. Different meth- 
ods of accomplishing the end original- 
ly sought often have been necessary, 
but in the long run there is no stopping 
the march of government once it is 
started in any direction. 

So it is with the Federal government 
and the utilities. 

For thirty years, Uncle Sam has 
been producing and selling electric 
power generated in plants, first oper- 
ated as adjuncts to irrigation projects, 
where private utilities had not entered 
the field in the West. Now, however, 
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the electric business of twenty-three of 
these plants has grown to the extent 
that 65 per cent of the output is sold 
commercially with an annual gross 
revenue of more than $3,000,000. All 
of these plants were constructed in B. 
R. days; but from this beginning the 
government has branched out. 


B’ the end of the current fiscal year 
on June 30, 1937, the total Federal 
investments in multi-purpose water 
projects involving power facilities will 
approach three-quarters of a billion 
dollars, with approximately 70 per cent 
chargeable to power under any reason- 
able system of allocating costs. Some- 
thing like $750,000,000 additional will 
be required to complete projects under 
way and within a few years, unless the 
unexpected should happen, Uncle Sam 
will have around $1,000,000,000 in- 
vested in power facilities at proj- 
ects the ultimate cost of which for 
dams, storage, land, and generating 
equipment will be close to $1,500,000,- 
000. 

If the government is to go into the 
business of transmitting the energy it 
produces on a large scale as is being 
done in the Tennessee valley and as is 
proposed when the Bonneville project 
on the Columbia river, Oregon-Wash- 
ington, is completed, the investment of 
Federal funds chargeable to power will 
greatly exceed a billion dollars; for 
the transmission system projected for 
Bonneville to deliver power in Wash- 
ington and Oregon when all ten units 
of the project are installed is estimated 
to cost $45,000,000 or within a few 
million dollars of the total power costs 
forecast by the Army Engineers, ac- 
cording to the latest figures avail- 
able. 
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Once the Government Gets Started 
¢¢ PD eEGARDLEssS of the outcome of pending litigation in which 
the Federal government and the private utilities are in- 
volved, Uncle Sam has gotten his head under the tent or several 
tents and it is the history of government that once it has taken hold 
of any situation actually or potentially affected with the public in- 


terest, no complete withdrawal has ever been effected . . 


. in the 


long run there is no stopping the march of government once it is 
started in any direction.” 





r may be noted that in May, 1936, 
the Army Engineers placed the total 
cost of the Bonneville dam, storage, 
land, etc., for navigation and power 
generation at $65,000,000, of which 
$45,000,000 was chargeable to power 
and the remainder to navigation. With- 
in a year, owing to increased costs of 
fishways and other factors, the total 
cost has been advanced to $75,000,000 
with $50,000,000 allocated to power, 
when the ultimate installation is com- 
pleted. 

Original cost estimates for Bonne- 
ville have more than doubled since the 
project was initiated and, if other proj- 
ects not so far along are subjected to 
the same process of augmentation, 
coupled with transmission system out- 
lays, the Federal investment in power 
facilities of all kinds may be nearer two 
billion than one in those projects now 
authorized or under way. 

But this article is not primarily con- 
cerned with the financial phases of the 
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Federal power situation except to illus- 
trate that the Federal government is in 
the power business and doubtless will 
remain in it in one form or another. 
Each approach of the government into 
this field has been in a different man- 
ner and even the smartest of utility 
lawyers may find themselves hard put 
for ways and means of successfully 
testing the authority of the govern- 
ment to do what it has already done. 


N Boulder dam, for instance, the 
government is not actually en- 
gaged in the business of generating 
energy, although it owns the generat- 
ing equipment which it leases to the 
city of Los Angeles and the Southern 
California Edison Company. These 
two contractors are to reimburse the 
government for the cost of the equip- 
ment in ten years, but Uncle Sam, in 
theory, sells only “falling water” reck- 
oned in terms of electric energy. The 
difference is tweedle-dum and tweedle- 
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dee, but the authority of the govern- 
ment at Boulder has not been chal- 
lenged. 

At Wilson dam, Muscle Shoals, 
Ala., power was originally a part of 
national defense operations and the 
right of the government to sell “sur- 
plus” power and transmit it from this 
plant has been upheld by the Supreme 
Court. Other operations of the Ten- 
nessee Valley Authority, so far as 
transmission is concerned, are now the 
subject of litigation. 

No question has been raised about 
the Federal power operations in con- 
nection with irrigation projects, and 
to date the program at Bonneville has 
not been challenged. 

‘Thus, it may be suggested that what- 
ever may be the outcome of litigation 
in connection with TVA, the Federal 
government is not likely to be forced to 
withdraw from the field of power op- 
erations. The huge investments pro- 
jected, aside from the large amounts 
already spent, preclude a scrapping of 
the power facilities that are in opera- 
tion or under construction in connec- 
tion with navigation, flood control, or 
reclamation. 


HERE is doubtless an inclination 
in circles opposed to a Federal 
power program to assert that Uncle 
Sam can be stopped from continuing 
this business, but so far opposition has 
served as a spur rather than a deter- 
rent to an expansion of the Federal 
investment in power facilities. 
Consequently if there is to be any 
halt in Federal expenditures in this 
direction, according to some observers, 
it must come from within the New 
Order and not by court action or pro- 
test from the utility industry or com- 
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promises. It may be a bitter pill to 
swallow—that is to give up a fight— 
but a practical analysis of the situation 
may indicate that conciliation is the 
better part of valor. 

There is perhaps a grain of comfort, 
even if temporary, for the private in- 
dustry in the apparent disinclination 
of the Seventy-fifth Congress to ini- 
tiate new projects involving the con- 
struction of power facilities. In fact 
no less a spokesman for the New Order 
than the National Resources Commit- 
tee, made up of several cabinet mem- 
bers and other authorities, withholds 
recommendations for immediate con- 
struction of new projects involving 
power. 

In fact the committee, in a report 
which the President transmitted to 
Congress on February 3rd with his ap- 
proval, outlined a public works pro- 
gram covering a 6-year period and no 
project not now under way was in- 
cluded. It did recommend appropria- 
tions of stated amounts for each of 
the next two years for multi-purpose 
projects, involving power, which have 
been started, but there were indications 
that it was inclined to limit the ulti- 
mate cost largely below the figures that 
have heretofore been proclaimed as 
necessary within the next few years. 


W HAT appears to be a reversal of 
previous procedure with respect 
to Federal power expenditures is par- 
ticularly noticeable in this report. 
Heretofore, projects have been initi- 
ated where power expenditures con- 
templated constituted the larger part 
of both initial and ultimate costs and 
without any detailed investigation of 
available and potential markets for 
electric energy, existing facilities, pub- 
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licor private, or other considerations. 
The National Resources Committee 
cautions against initiating new proj- 
ects, where outlays for power are con- 
templated, without a detailed study of 
power markets involved in any area. 
It recommends appropriations aggre- 
gating $625,000 for a study of mar- 
kets in various regions where water 
power may be developed, and it is as- 
sumed that such studies will deal with 
existing facilities of private utilities, 
their rates, and other factors. 
Previously, the President had ap- 
pointed an “informal’’ committee to 
present a plan for the operation of 
Bonneville power project and for the 
development of a rate policy for all 
Federally owned power projects. It 
was noticeable that, in naming the 
committee, representatives of Tennes- 
see Valley Authority and the Corps of 
Engineers were omitted. The first 
work of the committee has dealt with 
a Bonneville bill, involving the crea- 
tion of a new agency to handle Bonne- 
ville power and to serve as a nucleus, 
presumably, for joint operations of 
Bonneville and Grand Coulee. 


A’ in the Bonneville bill of 1936, the 
Federal Power Commission or 
whatever agency may be set up as its 
successor in a Federal reorganization 


program, is destined to be the rate- 
making authority for all Federal proj- 
ects and exercise, to some degree, man- 
agerial supervision over power opera- 
tions in the interest of uniformity in 
contracts and rate-making methods. 
Uniform rates for all projects are not 
contemplated. 

Until the Congress gets through 
with these proposals and they are fi- 
nally enacted into law, together with 
the character of operating and super- 
visory set-ups that will follow, it would 
be impossible to forecast what results 
should be expected from the first at- 
tempt to bring Federal power opera- 
tions under a semblance of uniform 
control. 

The inclination of each section in 
which a Federal power project is lo- 
cated to look at a Federal expenditure 
as a gift from the gods and to consider 
its operations a purely local matter is 
a difficulty that can be met only by the 
strongest sort of supervision and inde- 
pendence on the part of the agency re- 
sponsible. What guides or standards 
for rate making, cost allocations, finan- 
cial set-ups, etc., the law may provide 
will be a determining factor in the suc- 
cess of Federal power operations from 
a strictly governmental standpoint, 
while the relationship developed with 
private utilities will show whether the 


stringent state regulatory laws on the one hand, coupled with 


CY ssincn st: by an increasingly large number of more 


an accelerated demand for extension of a Federal power 
producing program that may have even more far-reaching 
consequences than have yet been felt, the situation as it 
affects the electric utility industry may well call for a new 
stock-taking process on the part of its controlling factors 
in an effort to bring some degree of order out of threatened 


chaos.” 
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utility war is to be extended to new 
fronts as each new project begins mar- 
keting power. 


| Keine skirmishes that have developed 
over interpretations of the old 
Federal Water Power Act of 1920 do 
not offer any serious obstacle to an 
accord between the government and 
the private utility industry, except per- 
haps in the case of the United States 
v. Appalachian Power Company, in- 
volving the authority of the Federal 
Power Commission to require the 
company to take out a license for a 
project under construction on New 
river in Virginia. After many years 
of backing and filling on the part of 
the government and the utility, this 
case is now on its way to a final ad- 
judication. A definite decision is 
highly desirable to determine to what 
extent the Federal government may 
control upstream water-power devel- 
opment and the result may therefore 
have widespread effect on existing 
power dams as well as those that may 
be contemplated by private utilities or 
municipalities. 

There are, however, major battles 
on two legal fronts that are having 
their places in the picture in a large 
way. One revolves around the group 
of suits instituted by various private 
utilities to restrain the Public Works 
Administration from making grants 
in connection with loans for the con- 
struction of utility projects by munici- 
palities and public districts. 

The other relates to the Public Util- 
ity Holding Company Act of 1935 and 
particularly as to the persuasive effect 
on the industry of the decision of 
Judge Mack in the southern district of 
New York, in which he upheld the 
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government’s contention as to the sep- 
arability of the provisions requiring a 
holding company to register from the 
so-called death-sentence section, de- 
clared not now to be an issue. 


lees action of two large holding 
companies in deciding to register 
with the Securities and Exchange 
Commission, following the New York 
court’s decision, has served to lessen 
the tension somewhat for the moment 
and the probability that other com- 
panies will follow suit lends weight to 
the belief that a cessation of hostilities 
is not beyond the pale of expectation. 

Nothing constructive has been ac- 
complished by the charges and counter- 
charges in which utility and govern- 
ment officials and their respective sup- 
porters have indulged. The multiplic- 
ity of lawsuits has, of course, been ex- 
pensive and serves to becloud rather 
than clarify the fundamental issues in- 
volved ; and where the Supreme Court 
has entered a final order, as in the Ten- 
nessee Valley-Wilson Dam Case, the 
decision was narrowed to points im- 
mediately involved. While the govern- 
ment saw a complete victory almost 
without limitations, utilities as a rule 
appeared to want further tests. 

There has been much hope that from 
the President’s conference on Septem- 
ber 30th with reference to a pooling of 
power transmission facilities in the 
Tennessee valley area, an entering 
wedge for breaking the impasse would 
be driven, but it went by the board in 
a maze of conflicting statements that 
left the situation more confused than 
anything else. 


VEN if an accord had been reached 
between the Tennessee Valley Au- 
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A Billion Dollar Investment 


¢ ‘Ty’ the government is to go into the business of transmitting 

the energy it produces ona large scale as is being done in the 

Tennessee valley and as is proposed when the Bonneville project 

on the Columbia river, Oregon-Washington, is completed, the in- 

vestment of Federal funds chargeable to power will greatly exceed 
a billion dollars.” 





thority and Commonwealth & South- 
ern on the so-called power pool, it is 
not contended that an agreement would 
have settled the greater issue; yet a 
satisfactory result in this instance 
would have demonstrated the ability of 
power executives and government offi- 
cials to get together. As it is, the fight 
goes on. In the meantime, both the 
private utilities and the government 
will lose millions in actual cash and 
the former particularly in good will 
sections of the country where public 
operations are established and are 
popular because of low rates. 

Actual losses in revenue during any 
long-time battle between a utility and 
a public agency, Federal, state, or mu- 
nicipality, are heavy enough, but the 
effect on good will and public relations 
are always serious and naturally hit a 
private enterprise more heavily than 
the public operations. But, perhaps 
the greatest loss to the utilities in the 
war so far has been in the inability of 
some of the large holding companies 
and their subsidiaries to refinance out- 
standing loans at low rates of interest 
prevailing for the last year. Such 


losses cannot be recouped even if the 
holding company suits were won. 


i’ fesenes can it be asserted that the 

taxpayers of the Federal govern- 
ment have escaped their share of the 
losses. 

With the picture prominently and 
continuously in the public eye, many 
suggestions have been made looking 
to a composition of the major differ- 
ences between the utility industry and 
the government. The writer does not 
undertake to advance the idea that all 
of the concessions that might be sug- 
gested by either the utilities or the gov- 
ernment have merit or could be put 
into effect, but it is believed that some 
of the ideas, advanced from time to 
time from various quarters, may be 
made part of the basis for a real ac- 
cord. 

Certainly the Federal government 
and the utility industry can be today 
no farther apart than were the giant 
General Motors Corporation and the 
labor organizations in January as a re- 
sult of the sit-down strike of automo- 
bile workers in Michigan. 


539 APR. 29, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


AJOR concessions that would be 
made by the utilities under most 
of the suggestions would be: 


1. That holding company executives 
or their banking control recognize that 
the holding company set-up is not the 
only kind of corporation that may be 
devised for the management and 
operation of vast utility operations. 

2. That the holding companies meet 
the administration halfway by regis- 
tering under the Act of 1935, and then 
endeavor to work out with the Securi- 
ties and Exchange Commission de- 
sirable amendments that will clear up 
many conflicting points and facilitate 
administration of the act with less ex- 
pense both from the standpoint of the 
utilities and the government. 

3. That the utilities arrange among 
themselves and in codperation with the 
Federal Power Commission and the 
Securities and Exchange Commission 
for a logical rearrangement and trans- 
fer of the physical properties from one 
existing system to another in order to 
develop integrated systems. 

4. That surviving holding com- 
panies become investment trusts 
through simplification of their struc- 
tures and providing for majority stock 
control of new integrated systems. 

5. That the investments trusts, sup- 
planting holding companies, be under 
Federal supervision. 


(>* the part of the government, 
through the representatives of 
the administration, recommendations 
would be made to Congress along these 
lines : 


1. That there be appointed to both 
the Securities and Exchange Commis- 
sion and the Federal Power Commis- 
sion one or two experienced utility 
men of admitted integrity. Appointees 
to the SEC would be men of experi- 
ence in utility finance primarily and to 
the Federal Power Commission execu- 
tives with operating experience and 
knowledge of physical properties. 
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2. As an alternative to the fore- 
going suggestion, that an advisory 
committee of utility executives and 
financiers be named to serve at least 
during the period of developing the 
transfers of properties and reorgani- 
zation. 

3. That the government waive the 
capital gains tax incident to the trans- 
fer of securities in the dismemberment 
of existing holding companies and the 
creation of integrated systems. 

4. That the government make no 
further loans through the Public 
Works Administration or otherwise to 
municipalities or public districts for 
electric plants where it can be shown 
to the Federal Power Commission that 
existing utilities are providing ade- 
quate service at fair rates. 

5. That agencies of the Federal 
government be barred from building 
competing transmission lines from 
Federal power projects without an 
opportunity for private utilities to sell 
their facilities at a fair price. 

6. That Federal power projects be 
regulated on the same basis as private- 
ly owned utility operations are by 
Federal and state agencies, as to rates, 
services, etc. 

7. That, if and when new Federal 
power facilities are installed in any 
water project, proposals for same 
shall be subjected to the same scrutiny 
that the government requires of pri- 
vate utilities seeking licenses under 
the Federal Power Act, especially as 
to economic feasibility, etc. 

8. That in the sale of power pro- 
duced at Federal projects private 
utilities shall be accorded terms equal 
with those of other agencies, and that 
interchange of power be provided for 
on an equitable basis so as to obviate 
unnecessary capital expenditures by 
public or private agencies. 

9. That the possibilities of estab- 
lishing superpower or grid systems be 
explored from a broad viewpoint of 
a national power policy and that, if 
developed, operations of such sys- 
tems shall be on a fair and equitable 
basis. 
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10. That repeal of the Federal tax 
on electric energy be recommended. 


11. That the Federal government 
undertake to work out with the 
several states uniform regulations so 
as to avoid conflicts and double ex- 
penditures by utilities in conforming 
to Federal and state laws. 


HE foregoing is by no means a 
comprehensive list of possible so- 
lutions for the various issues between 
the governmental utilities. Agreement 
on all points mentioned, however, 
could go a long way towards bringing 
about a reasonable “armistice,” dur- 
ing which negotiations for a perma- 
nent understanding could be conducted. 
It may be exceedingly difficult for 
ulility executives to admit that any- 
thing at all should be conceded the 
Roosevelt administration under the 
Holding Company Act, but there can 
be no blinking at the fact that corpora- 
tions representing more than 25 per 
cent of the capital invested in holding 
company systems had yielded the regis- 
tration point by early in February of 
this year. These companies were no 
more anxious to do so than those who 
have indicated their intention to fight 
to the end, but they appear to have rec- 
ognized the fact that very much more 
could be gained by getting in bed 


with the government than fighting it. 

There are perhaps as many conflict- 
ing opinions among Federal adminis- 
tration advisers on power as there are 
among utility executives and a strong 
hand may be necessary to hold in check 
a revolt against any concessions that 
may look favorable to the so-called 
Power Trust. 


HE alternative to an accord, not 

necessarily wholly along the lines 
suggested, is to let the extremists on 
both sides of the battle lines have their 
way with results that are not difficult 
to forecast. 

Repercussions of a battle royal may 
not only be felt in the Federal Treasury 
and through the utility industry, but in 
every line of business. 

Confronted by an increasingly large 
number of more stringent state regu- 
latory laws on the one hand, coupled 
with an accelerated demand for ex- 
tension of a Federal power producing 
program that may have even more far- 
reaching consequences than have yet 
been felt, the situation as it affects the 
electric utility industry may well call 
for a new stock-taking process on the 
part of its controlling factors in an 
effort to bring some degree of order 
out of threatened chaos. 





Edison and the Telephone 


oo to the newspaper feature writer, John Hix, Thomas Edison 
invented the telephone before Alexander Graham Bell did—but 
Edison did not know it. He was not even trying to invent a method 
of carrying the human voice on wire; he was endeavoring to perfect 
a system of analyzing sound waves and into his device he unknowingly 
built a workable telephone. Papers on it were filed in Washington 
before Bell was ready with his device. 

When the telephone was announced to the world, stated Hix, Edison 
saw in it the same idea that he used in his sound analyzing machine. 
Later he found that his device would transmit the voice by electricity. 
Edison never claimed credit for his accidental invention of the tele- 
phone, readily admitting that he had no such thought in mind. 
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Accounting for Depreciation 


Collaboration between utilities and government agencies should be continued, 

in the opinion of the author, for the purpose of clarifying depreciation prac- 

tices and placing earnings’ statements on a more scientific basis in relation to 

past, present, and future operations, the only basis fair to consumers and 
investors. 


By OWEN ELY 


HE problem of utility depreci- 
| ation accounting, closely allied to 
that of plant valuation, is now 
attracting widespread attention owing 
to the efforts of state and Federal com- 
missions to enforce new accounting 
regulations which differ from estab- 
lished practice. 

Depreciation bookkeeping has va- 
ried widely both in theory and appli- 
cation and there is perhaps no other 
accounting field in which expert 
opinion and practice are so much at 
variance. There are at least three 
methods by which annual expense ap- 
propriations are carried to a balance 
sheet reserve. Against that reserve 
are charged the net “losses” (after 
allowing for salvage value) resulting 
from the abandonment of property no 
longer used, or the net cost of replac- 
ing worn-out or obsolete items. Thus 
we have: 

1. “Straight - line” depreciation, 
which means that an attempt is made, 
from actuarial experience or other- 
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wise, to estimate the future years of 
life of each important item or class of 
property and to divide the eventual net 
loss by the number of years, arriving 
at an amount to be accrued annually— 
the total depreciation charge being the 
sum of the accruals on the different 
items. 

2. The “sinking-fund” theory, 
which recognizes the fact that the 
amounts set aside each year are usually 
reinvested in plant additions required 
by the natural growth of the business, 
that these amounts then earn a net re- 
turn from operations, and that this 
return should be allowed to “com- 
pound” with the original depreciation 
charge. On this theory the annual 
charge would, of course, be somewhat 
smaller than under the “straight-line” 
method. This theory has been em- 
ployed in rate litigation. 

3. “Retirement reserve” deprecia- 
tion, based on the idea of a general 
insurance fund reinvested in the prop- 
erty. Under this method an effort is 
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made to keep the balance sheet depreci- 
ation reserve at a fairly constant ratio 
to total book value (without scientific 
and detailed study of the life of the 
individual units). This theory perhaps 
conforms most closely to the general 
accounting practice in reports to stock- 
holders, while the “straight-line” 
method is largely used in computing 
taxable net income as reported to the 
Treasury Department of the United 
States. 


ie net income as reported to 
stockholders may be somewhat 
larger (due to a smaller depreciation 
charge) than as reported to the Fed- 
eral government. This double method 
with respect to depreciation account- 
ing practice is defended on the 


ground that government accounting 
rules with respect to valuation of prop- 
erty are arbitrarily tied in with the 


dates of tax laws, etc., and while it is 
necessary to conform to these rules in 
the report to the Treasury, the result 
does not furnish a fair picture for 
stockholders. Probably it is also con- 
sidered “good business” to save taxes 
for the stockholders, even though in 
future years, when the property be- 
comes heavily written down, depreci- 
ation may be automatically reduced 
and the tax increased. 

The retirement reserve (insurance) 
idea of depreciation seems to rest on 
several assumptions : (a) that the prop- 
erty is well maintained at all times; 
(b) that much of the wear-and-tear 
depreciation in the small units may thus 
be included in the maintenance ex- 
penses; (c) that “normal” obsoles- 
cence (the small improvements in 
dynamos, for example, which are con- 
stantly being made) may be partly or 
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wholly included in maintenance ex- 
pense; (d) that as the property is 
growing rapidly, there is always a high 
percentage of new or “young” build- 
ings or other property items, and that 
it is therefore unnecessary to provide 
for early replacements for a large pro- 
portion of the plant ; and (e) that prop- 
erty values, replacement costs, earning 
power and obsolescence vary widely 
from year to year and decade to decade, 
owing to changes in the purchasing 
power of money, regulatory practices, 
changes in the art, etc. 


it is therefore felt that much de- 

preciation of the “straight-line” 
character can best be included under 
maintenance expense, instead of by 
building up cumbersome reserves not 
easily adjusted to changing conditions, 
and that the depreciation charge itself 
should be a flexible account designed to 
keep the balance sheet reserve at a 
proper level in relation to the growing 
plant value. 

One danger of the insurance or re- 
tirement theory is that when the period 
of rapid growth comes to an end, the 
average age of the various items mak- 
ing up the property will begin to in- 
crease sharply, and directors and stock- 
holders will then be faced with the need 
for bigger reserves to care for replace- 
ments—on the same principle that the 
increasing average age of the popula- 
tion of the United States has recently 
accentuated the problem of unemploy- 
ment and old-age relief. 

Another possible defect of the “re- 
tirement” theory is the lack of exact 
engineering standards in appraising 
possible future losses. The annual 
charge to operating expenses may be 
merely a “rule of thumb” appropria- 
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tion fixed by directors in general con- 
formity with past experience—but 
varying also with changes in policy. 
In some instances there has, perhaps, 
been a tendency to make it somewhat 
of a “balancing” charge—larger when 
earnings are good, smaller when profits 
are lean. Some security flotations by 
companies of the Insull system and 
other weak groups in 1928-9 were per- 
haps made to appear too attractive to 
investors by “skimping” the deprecia- 
tion allowance, 


HE feeling seems to have grown, 

among Federal and state regula- 
tory bodies, accordingly, that the in- 
surance idea should be replaced by the 
so-called “straight-line” method—even 
though the rule is inelastic, not easily 
adjusted to changing conditions and 
values, and makes little provision for 
special obsolescence. The public service 
commission of New York in 1933 
promulgated new uniform accounting 
rules which provided for straight-line 
depreciation, effective in 1934. This 
was taken to the courts by the New 
York Edison Company and _thirty- 
seven other utilities, and the supreme 
court of New York’ in 1935 upheld the 
companies and ordered the commission 
to change certain rules, including that 
for straight-line depreciation. The 


1 New York Edison Co. vw. aay) sf aoe) 
244 App. Div. 685,9 P. U.R. (N.S.) 1 


e 


commission has not yet revised its ac- 
counts. The court emphasized the im- 
portance of depreciation as follows: 


The method of computing depreciation 
and the setting up of a reserve to compen- 
sate is of vital concern not only to the cor- 
poration but to the ratepayer. The amount 
of depreciation is charged to operating ex- 
penses which the consumer must pay. The 
corporation is concerned because if an er- 
roneous method is used and too great a re- 
serve set up, which must be deducted from 
fixed capital, the rate base is affected ad- 
versely ; and if the reserve be too small, not 
enough will have been collected from con- 
sumers to compensate for the property worn 
out in their service. 


HE court held to the view—al- 

ready expressed in several cases 
by the U. S. Supreme Court—that 
straight-line depreciation is too me- 
chanical and does not recognize the 
constantly changing prices of raw ma- 
terials and other varying conditions. 
It approved the petitioners’ contention 
that “depreciation is a matter indi- 
vidual to each company, and requires 
business acumen and judgment; that it 
is a managerial problem which should 
not be controlled by the uniform sys- 
tem of bookkeeping established by the 
commission.” 

The decision was affirmed by the 
court of appeals in a very brief de- 
cision*® holding that the commission 
could prescribe uniform accounts but 
not “uniform methods of management 
of the business.” 


2 New York Edison Co. v. Maltbie (1936) 
271 N. Y. 103, 15 P. U. R. (N.S.) 143. 


“It is... felt that much depreciation of the ‘straight-line’ 
q character can best be included under maintenance expense, 
instead of by building up cumbersome reserves not easily 
adjusted to changing conditions, and that the depreciation 
charge itself should be a flexible account designed to keep 
the balance sheet reserve at a proper level in relation to the 


growing plant value.” 
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More recently the courts have ap- 
parently reversed their position. 

The Federal Communications Com- 
mission, in its Uniform System of Ac- 
counts for Telephone Companies 
which became effective January 1, 
1936, gave detailed instructions for the 
application of straight-line deprecia- 
tion rates to various classes of tele- 
phone property (pages 22-24). The 
American Telephone and Telegraph 
appealed to the courts against the FCC, 
the principal issue being the require- 
ment that original cost figures be set 
up in the property account. The com- 
pany did not make an issue of straight- 
line depreciation as it had already been 
following that general method, and has 
been extremely liberal in its charges. 


HE Supreme Court upheld the 

FCC on the original cost basis, al- 
though it approved it as a bookkeeping 
measure only and not with reference to 
rate making. The only issue with re- 
spect to depreciation. was the possibil- 
ity, feared by the telephone company, 
that the FCC might order heavy write- 
offs (in the form of amortization or 
depreciation) against the “telephone 
plant acquisition adjustment account” 
which the FCC had set up to take care 
of any excess of actual investment over 
original cost. The Supreme Court put 
into the record a written statement by 
the Assistant Attorney General on be- 
half of the FCC which in effect prom- 
ised that the commission would retain 
in the adjustment account amounts 
“that are deemed, after fair considera- 
tion of all the circumstances, to repre- 
sent an investment which the account- 
ing company has made in assets of con- 
tinuing value . . . until such assets cease 
to exist or are retired; and . . . pro- 
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vision will be made for their amortiza- 
tion.” The court saw no difference be- 
tween the two “labels”—amortization 
and depreciation. 

The Federal Power Commission in 
1936 issued new accounting rules ef- 
fective January 1, 1937. Early drafts 
of the rules indicated that straight-line 
depreciation would be included, and the 
other accounting rules were apparently 
devised to fit that basis. However, 
possibly due to doubts regarding the 
Supreme Court’s attitude as well as the 
possibility that the rule might (because 
of increased depreciation charges in 
expenses) make further rate reduc- 
tions less likely, the final draft did not 
contain any reference to straight-line 
depreciation. It merely provided for 
six subaccounts, the “‘production plant” 
account being divided into three items 
(steam, hydro, and internal combus- 
tion engine), while the other accounts 
covered the transmission, distribution, 
and general “plants.” 


HE FPC rules apply only to Fed- 

eral water-power licensees and to 
operating companies doing an inter- 
state power business, which constitute 
a relatively small part of the electric 
power industry as a whole. However, 
the state commissioners (National As- 
sociation of Railroad and Utilities 
Commissioners, or NARUC as here- 
after designated), in their convention 
at Atlantic City last November, indi- 
cated by a majority vote their general 
agreement with the Federal program. 
Of course the association itself has 
no legal authority and the various state 
commissions must each take individual 
action under their respective state laws. 
NARUC itself issued a model classifi- 
cation of accounts as of June 20, 1936 
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Need of Classification of Depreciation Practices 


¢ as is to be hoped that utility accountants will continue to col- 

laborate with representatives of the various government agen- 

cies toward clarifying depreciation practices and placing earning 

statements on a more scientific basis in relation to past, present, and 

future operations—which is the only basis fair to both consumers 
and investors.” 





(with an addenda July 15th), which 
was largely identical, except for termi- 
nology and minor details, with the 
FPC rules. Like the FPC, it did not 
specify “straight-line” depreciation al- 
though this had apparently been the 
earlier intent. In the July addenda, it 
omitted the six depreciation subac- 
counts set up by FPC. However, the 
final draft of the NARUC proposed 
rules had not been released at the time 
this article was written, so that it is 
possible some further changes have 
been made. 


$ indicating the close codperation 
between Federal and state com- 
missioners, the FPC in denying the ap- 
plication of 37 companies for postpone- 
ment (beyond January Ist) of the ef- 
fective date of its new rules, called at- 
tention to the fact that NARUC had 
been at work on a uniform system of 
accounts for over a year and that all of 
the companies, as well as the Edison 
Electric Institute, had been given 
ample opportunity to confer with the 
APR. 29, 1937 


FPC and suggest any desired changes. 

The accounting committee of the 
Edison Institute in May, 1935, pub- 
lished its own “Proposed Uniform 
Classification of Accounts for Electric 
Utilities.” It also issued a 25-page 
memorandum, about two-thirds of 
which dealt with straight-line de- 
preciation and the balance with “origi- 
nal” plant cost. It criticized the 
straight-line method and called atten- 
tion to numerous adverse decisions of 
the Supreme Court and other courts. 
It mentioned the excessive reserves 
created by Bell Telephone subsidiaries 
under the straight-line method. The 
pointed suggestion was made that rates 
could not be reduced so easily by the 
commissions if this method was in- 
sisted upon, and in the writer’s opinion 
this argument probably resulted in the 
dropping of the straight-line deprecia- 
tion idea (temporarily at least) by 
both FPC and NARUC. 


HE Edison Institute’s committee 
made the following suggestion for 
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ACCOUNTING FOR DEPRECIATION 


development of an improved policy 
with respect to depreciation (pp. 13, 
14): 


Based on this development of retirement 
accounting procedure, there is submitted a 
recommended program for a reserve having 
stated upper and lower limits in percentages 
of fixed capital or other appropriate base 
such as revenues. This last-named base, 
although not commonly approved by the 
commissions, has advantages in that the ap- 
plicable percentages for different kinds of 
property are in closer agreement, and when 
revenues are trending upward there is an 
automatic increase in reserve limits to pro- 
vide for increasing liability for retirements 
for nonphysical causes. The upper limit is 
that beyond which further accumulation 
would not be clearly useful for the intended 
purposes; the lower limit is that below 
which assurance of ability to make retire- 
ments or replacements when needed might 
be impaired and the company’s credit 
questioned. Assuming a reserve somewhere 
within the prescribed limits, there would be 
opportunity for flexibility of appropriations 
or, if preferred, a more systematic and 
rigid program with somewhat greater re- 
serve stability. It is intended that the pro- 
gram for each utility shall be fixed with 
reference to its particular character and 
history . 

None of the other features of the recom- 
mended program involve important changes 
from existing practice other than that an 
effort is made to establish a more definite 
distinction between retirements and main- 
tenance. The probable result would be that 
the scope of retirement operations will be 
somewhat enlarged and maintenance ex- 
penditures correspondingly curtailed .... 

Electric utilities have used retirement ac- 
counting officially since 1922 under a system 
of accounts sponsored by NARUC. On this 
basis the companies have published their in- 
come accounts, have compiled valuable 
statistical data, and established their credit. 

. The substitution of straight-line depre- 
ciation would tend to increase the present 
cost of service with possible financial com- 
plications, and would clearly interfere with 
the consistent program of rate reductions. 

. The modifications embodied in this pro- 
gram of retirement accounting are an evolu- 
tion of existing methods, without radical 
changes therefrom. 


y may be of interest to summarize 
statistically the results of present 
depreciation accounting practices of 
the utility companies. The data in the 
accompanying tables are based on the 
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annual reports of thirty-seven repre- 
sentative companies for the calendar 
year 1935, as tabulated by Moody’s 
Manual. The percentage relationship 
of the depreciation charge to gross 
revenues and to the gross plant invest- 
ment is indicated in the table; also the 
ratio of the accrued depreciation re- 
serve to the plant investment. “‘Depre- 
ciation” includes the accounts vari- 
ously entitled depreciation, retire- 
ments, renewals, and replacements, or 
any combination of these terms. In a 
few cases depletion is necessarily in- 
cluded due to natural gas business be- 
ing combined with electric, but this oc- 
curs in only a few companies and is 
not a large enough factor to affect the 
averages appreciably. Following are 
the results by groups: 

Ratio of 
Reserve 

to 


Ratio of 
Deprec. Expense to Plant 


Revenues Plant Cost 
1.5% 

I 1.7% 
Telegraph 


9.5% 2.3% 
4.9% 8% 


33 Electric and Gas. 
21 Consolidated Systems 9. 7% 

12 Large Operating 
Companies 
3 Telephone, 
& Cable Companies. . 
1 Traction Company... 
The general uniformity of the ex- 
pense averages for the different groups 
of utility companies seems to indicate 
that, despite a wide difference in term- 
inology and detail, depreciation policy 
and practice among utility companies 
are on a well-established basis. Ameri- 
can Telephone and Telegraph Com- 
pany, with its unusually high charges 
and reserves, is an outstanding excep- 
tion due to its adoption of straight- 
line depreciation which probably in 
this case makes generous allowances 

for the factor of obsolescence. 


I T is interesting to note that in the gas 
and electric group holding com- 
consolidated system figures 
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average about the same as those for 
the large operating companies in their 
depreciation appropriations, despite 
the implication (in the Federal cam- 
paign against holding companies) that 
they are less conservative in their sys- 
tem bookkeeping in order to pyramid 
profits. 

The average ratio of depreciation 
to plant for electric and gas compa- 
nies, about 1.6 per cent, should not be 
interpreted as indicating a life ex- 
pectancy for the property of about 
sixty-three years. “Plant” includes 
land and other nondepreciable items, 
and the ratio would be higher with 
these items excluded; also, over a pe- 
riod of years urban land values tend 
to appreciate rather than decline, and 
the inclusion of land in the property 
account thus makes the ratio of depre- 
ciation to property account somewhat 


DEPRECIATION CHARGES AND RESERVES 


Ratio 
Deprec. 
Reserve 
Depree. ne ange to 
Gross lant 
Name of Company Revenues Value 
Holding Companies (Gas & 
Electric) 
Am. & For. Power 
Am. 
Am. Light & Traction.. 
Am. Power & Light.. 
oe Water Works & 


enue Gas & Elec.. 
Comm. & Southern .... 8.6 
Electric Power & Light.11.0 


Engineers Public Serv- 


Federal Light & 

Traction 
Louisville Gas & Elec.. 
National Power & Light 8.2 
Niagara Hudson eee 11.7 
North American Co.. 
Pacific Lighting 
Public Service of N. J. 37 
Standard Gas & Elec...13.0 
United Gas Improvement iy : 
United Light Power. 
Utilities Power & Light. 12. 4 


Operating Companies (G 
. & Flectvics — 
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Brooklyn Union Gas .. 
Commonwealth Edison. . 
Consolidated Edison ... 
Con. Gas of Baltimore. 
Detroit Edison 

Edison Elec. of Boston 
Lone Star on 

Long Island L’ 

Pacific Gas & 
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Am, Tel. & Tel. Co... 
Western Union Tel. Co. 3 
Int. Tel. & Tel. Corp... 5.1 


Traction 

Brooklyn-Manhattan 

Transit 4. 8 9.5 
misleading. In some cases other “in- 
tangible” items, such as franchises, are 
also included, although some of these 
may logically be “written down.” 

Investors may not be aware of the 
extent of the possible variation in 
share earnings due to changes in de- 
preciation policy. If the depreciation 
charge of North American Company 
for the calendar year 1935 had been 
reduced to about 9.8 per cent of gross 
—the general average—the company 
would have earned $1.73 per share on 
the common stock, an increase of 28 
per cent over the $1.35 reported. 


ed 
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“It seems likely that both railroads and utilities have fol- 
lowed a long-standing practice of including in maintenance 
many expenditures which, under a rigid straight-line de- 
preciation rule, might be charged to depreciation reserves. 
This practice, together with the more stable character of the 
business, would seem to account for the relatively small de- 
preciation charges and reserves as compared with industrial 


companies.” 
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M*" companies in recent years 
have been increasing their de- 
preciation allowance. Thus in the nine 
months ended September 30, 1936, 
Columbia Gas & Electric Corporation 
increased its depreciation charge about 
24 per cent. The amount of the in- 
crease was equivalent to about 12 cents 
a share on the common stock, or more 
than one-third of the reported net in- 
come per share. 

As previously noted, many utility 
companies seem to have followed the 
practice of making a larger deduction 
for depreciation in their income state- 
ments as reported to the Federal tax 
authorities than in their reports to 
stockholders. In some cases this is in- 
dicated by explanatory notes. The 
1935 annual report of Commonwealth 
& Southern Corporation to its stock- 
holders (p. 22) gives a complete and 
illuminating explanation of the poli- 
cies generally followed by many util- 
ity and industrial companies, with re- 
spect to depreciation. 

“The companies, in their accounts 
and financial statements, follow the re- 
tirement-reserve method of providing 
for property retired from service 
which is an accepted practice in the 
utility industry. The provisions for 
retirements are not represented to be 
a measure of depreciation due to wear 
and tear, obsolescence, and inade- 
quacy which may have accrued during 
the periods, but represent amounts set 
up annually on the books of the com- 
panies for the purpose of providing 
reserves which, in consideration of the 
amounts expended for current main- 
tenance, will be, in the judgment of 
the management of the companies, 
adequate to provide for and equalize 
charges on account of retirements of 


property. The provisions for retire- 
ments deducted from earnings are sub- 
stantially less than the amounts de- 
ducted for depreciation in the Federal 
income tax returns, which amounts 
are computed on the basis of age and 
estimated life of depreciable property 
as allowed by the U. S. Treasury De- 
partment.” 


M ANY utility executives have held 

that heavy depreciation charges 
are unnecessary if the property is well 
maintained for efficient operation. In 
other words, any deficiency in the de- 
preciation or retirement accounts 
would normally be made up in the 
maintenance account, while special 
write-offs would be charged to sur- 
plus. To some extent it is possible to 
trace the effects of this practice in util- 
ity income accounts. Thus Pacific 
Lighting Corporation, which in 1935 
appropriated nearly 14 per cent of 
gross revenues for depreciation, had 
to expend only 4 per cent for mainte- 
nance; while Brooklyn Union Gas 
which allowed only 3 per cent for de- 
preciation, expended nearly 8 per cent 
for maintenance. (The difference in 
the figures may, however, be fully ex- 
plained by the different character of 
gas business conducted by the two 
companies). It is difficult to carry this 
analysis through to any definite con- 
clusion because maintenance figures 
are not published as a separate item by 
all the large companies. It would also 
be difficult to discover, without con- 
siderable research, to what extent the 
large systems have charged abandoned 
property and other special write-offs 
to surplus account. However, it seems 
likely that many such adjustments are 
made. 
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Depreciation and Maintenance 


a4 M**: utility executives have held that heavy depreciation 

charges are unnecessary if the property 1s well maintained 

for efficient operation. In other words, any deficiency in the deprecia- 

tion or retirement accounts would normally be made up in the main- 

tenance account, while special write-offs would be charged to 
surplus.” 





by niay be of interest to note the ac- 
counting practices of the railroad 
companies, which have been super- 
vised by the Federal government for 
many years. The railroads have elab- 
orate sub-accounts under the major 
expense divisions, “Maintenance of 
Way and Structures” and “Mainte- 
nance of Equipment,” which provide 
for both retirement and depreciation 
on various items of plant and rolling 
stock. The roads have been slow, 
however, to set up worthwhile depre- 
ciation charges until forced to do so. 
In 1934 Class I railroad expenditures 
averaged about as follows, in relation 
to gross revenues and plant account: 


Ratio to 
Gross Plant 
Revenues Investment 
Depreciation 5.7% 7% 
Retirements 2 — 
Loss on retired property* 2. a 


; 1.0% 
Other maintenance 
expenses ; 3.2 


4.2% 


*Charged to profit and loss account. 
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The accrued depreciation reserves in 
the balance sheet aggregated about 10 
per cent of the plant account. It is in- 
teresting to note that the railroads ap- 
propriate only about 6 per cent of gross 
for depreciation (exclusive of profit 
and loss adjustment) against a 10 per 
cent average for utilities; while the 
accrued reserves in both cases are 
about the same. 


| pray companies do not uni- 
formly publish depreciation fig- 
ures, so that it is difficult to make any 
careful comparisons with utilities and 


railroads. From available instances, 
however, it appears that many indus- 
trial companies make quite liberal al- 
lowance for obsolescence in addition 
to depreciation. Of course, this is fa- 
cilitated by the fact that plant value 
is usually much smaller in relation to 
gross earnings (as compared with rail- 
road and utility companies). Thus 
Borden in 1935 charged 6.3 per cent 
on plant value to depreciation (but 
only 2.8 per cent of sales) despite the 
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fact that plant had been sharply re- 
duced in 1934 in connection with a 
capital readjustment. General Motors 
made a similar charge, but U. S. Steel 
allowed less than 2 per cent of gross 
plant cost. Accrued depreciation re- 
serves for these three industrial com- 
panies averaged roughly between one- 
third and one-half of the plant account. 
It seems likely that both railroads 
and utilities have followed a long- 
standing practice of including in main- 
tenance many expenditures which, un- 
der a rigid straight-line depreciation 
rule, might be charged to depreciation 
reserves. This practice, together with 
the more stable character of the busi- 
ness, would seem to account for the 
relatively small depreciation charges 
and reserves as compared with indus- 
trial companies. In the writer’s opin- 
ion, however, it remains doubtful 
whether utilities and railroads are mak- 
ing ample allowance for (1) obsoles- 
cence and (2) declining rate of growth, 
in their reports to stockholders. The 
FPC might, therefore, profitably in- 
vestigate the experience of these other 
industries with the depreciation prob- 
lem, by seeking the views of che ICC, 
the CPA associations, and others. 


6 Bien question of possible improve- 
ment in utility depreciation ac- 
counting has so many ramifications 
that it is impossible to undertake any 
thorough analysis in this article. Pos- 
sibly the situation may be summarized 
in the form of a series of hypothetical 
remarks or questions, which an intelli- 
gent stockholder might propound to 
the accounting executive of a large 
holding company in connection with 
the published reports covering the sys- 
tem’s operations : 
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1. The stockholder is not primarily 
interested in the technical rules applied 
by Federal and state commissions to 
the accounting procedure of the oper- 
ating company, except where such a 
company itself constitutes the “sys- 
tem,” as with Consolidated Edison of 
New York. Many large systems com- 
bine the figures for gas, electric, and 
other properties in one balance sheet 
and income statement. Would not the 
stockholder be better equipped to un- 
derstand the depreciation policy if the 
property account could be itemized 
somewhat as follows, as a guide to ap- 
praising the depreciation charge: 

Land (nondepreciable). 

Other intangible or nondepreciable 

items. 

Franchises—subject to amortization. 

Depreciable plant divided between 

electric, gas, and other major serv- 
ices ; electric plant divided between 
steam and hydro, due to difference 
in obsolecence. 

2. Would it not be less confusing if 
the utilities adopted a uniform termi- 
nology instead of using depreciation, 
retirements, replacements, etc., some- 
what interchangeably ? 

3. If the depreciation charge repre- 
sents a contribution to a retirement 
(general insurance) reserve, rather 
than a straight-line accrual, could not 
this be indicated in the title, as “Ap- 
propriation for reserve to insure prop- 
erty replacements” ? 

4. Would it be practicable to have 
two expense accounts and two balance 
sheet reserves — one set reflecting 
straight-line depreciation and the other 
providing insurance against obsoles- 
cence, major changes in the purchasing 
power of money, temporary financial 
stringency, etc.? Or is it better to con- 
tinue to rely on maintenance, “contin- 
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gency reserves” and general surplus 
for many readjustments? 

5. Does the straight-line method 
necessarily result in undue accumula- 
tion of reserves, as appears to be the 
case with American Telephone and 
Telegraph Company? Is this the fault 
of the theory itself, or merely of its ap- 
plication ? Is not the main difficulty the 
making of a proper distinction between 
maintenance and depreciation? If the 
straight-line method leads to larger de- 
preciation charges, is this immediately 
offset by a reduction in maintenance 
costs ; or is it necessary to penalize net 
earnings during the period of time re- 
quired to establish reserves at an ade- 
quate level? If the latter is true, could 
not the difficulty be met by setting up 
larger initial reserves through appro- 
priation of surplus? 

6. Little information is sometimes 
provided regarding the larger read- 
justments of property account, made 
through surplus; should not such 


changes be clearly indicated in the 


Profit and Loss Account ? Would it not 
also be helpful to place a footnote op- 
posite the depreciation charge in ex- 
penses, referring to any such profit and 
loss adjustment ? 

7. Would it not be of interest in the 
text of the report to show the percent- 
age relationship of the depreciation re- 
serve to the depreciable plant value, 
and compare the change in percentage 
from year to year? 

8. To vary the depreciation charge 
according to gross revenues does not 
seem to be a scientific practice. Re- 
gardless of straight-line method, 
would it not be better to relate it to the 
depreciable plant value? 


9. Is the double method of account- 
ing efficient—one set of books for the 
Treasury Department and another for 
the stockholder? If the depreciation 
charge as reported to the government 
is as large ‘“‘as the law allows” and the 
charge reported to stockholders con- 
siderably smaller, would it not be bet- 
ter to “strike a balance’ between the 
two, and then make identical reports? 
If not, why not furnish stockholders 
with the salient figures of the report to 
the Treasury Department? 

10. The question of depreciation 
policy is, of course, closely bound up 
with the current issue regarding “orig- 
inal cost.” The commissions are 
probably hopeful of reducing the book 
value as a base for fixing rates, thus 
facilitating further rate reductions. 
This would also reduce depreciation 
and thereby help net earnings, but 
would the net result be fair to stock- 
holders? Wouldn’t it give a false pic- 
ture of the replacement problem? 
Would it not be good policy for the 
utility companies to counter the move 
for original cost by agreeing to adopt 
straight-line depreciation? Would this 
not also help to protect them (although 
it might temporarily reduce earnings 
on a bookkeeping basis) against un- 
warranted rate cuts? 

It is to be hoped that utility account- 
ants will continue to collaborate with 
representatives of the various govern- 
ment agencies toward clarifying de- 
preciation practices and placing earn- 
ings statements on a more scientific 
basis in relation to past, present, and 
future operations—which is the only 
basis fair to both consumers and in- 
vestors. 
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The One-man Street Car 
Is?Here to Stay 


tus 
Although met with a storm of protest when it was 
introduced, it has proved, in the opinion of the 
author, to be as comfortable, efficient, and safe as 
the two-man car and has become a vital factor in 
meeting the needs of the transportation situation. 


By H. S. PAYNE 


USTOM and usage so enslave 
C mankind that it is somewhat 
difficult to change an estab- 
lished order of things without arous- 
ing antagonism and prejudice. A num- 
ber of years ago it became necessary 
to inaugurate a change in the electric 
railway industry. The time-honored 
custom of operating street cars with 
two men was replaced, to some extent, 
by one-man operation. The reaction 
to the birth of this new electric-rail- 
way child was both favorable and un- 
favorable. 

For example, when the small one- 
man safety car was introduced in one 
of our large cities a letter was received 
by the local regulatory commission 
from an elderly gentleman who fre- 
quently used the line. 

“I have been riding this rat-trap 
contraption,” he said, “and it reminds 
me of a cork bobbing up and down on 
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the ocean. I would suggest you let the 
railway company know that all they 
have to do is to remove the trolley pole, 
hitch a couple of jackasses to the front 
end, and they’ll be fifty years behind 
the times.” 

However, subsequent decisions of 
regulatory commissions and courts, 
throughout the country, indicate that 
the new child was considered not quite 
that bad by the public. In fact it might 
be said very appropriately that not- 
withstanding all the squawking inci- 
dent to the new child’s entry into the 
transportation world, it has grown up 
under proper care and nutriment into 
a well-groomed and _ indispensable 
member of the electric railway family. 

It is commonly agreed that an elec- 
tric railway system cannot efficiently 
serve the public unless it is able to earn 
enough to pay operating costs and 


maintain a modern type of equipment. 
APR. 29, 1937 
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| gesagt conditions following the 

World War necessitated the adop- 
tion of many economies in all lines of 
industry. For the same reason, the in- 
troduction and development of the one- 
man car for the electric railway has be- 
come a vital economic factor in meet- 
ing the needs of the transportation 
situation. 

For the most part, the opposition to 
one-man car operation has emanated 
from two sources: (1) Labor organi- 
zation groups which feared the effect 
of one-man car operation on employ- 
ment; (2) the public which feared a 
less efficient service. The opposition 
from both of these sources in fact has 
been based partially on the supposition 
that the operation of cars by one man 
is impractical and unsafe, particularly 
under heavy traffic conditions. 

This supposition, however, has not 
been sustained where cars are properly 
designed and equipped for one-man 
operation. As previously indicated, 
public service commissions, as well as 
courts of law, have invariably ap- 
proved one-man operation where the 
type of equipment used is satisfactory 
for that purpose. 

As early as November, 1919, Com- 
missioner Devlin of the railroad com- 
mission of California said: 


I have become convinced that a radical 
change in equipment such as has become 
available through the development of the 
one-man car, may prove one of the means of 
saving many street railway systems, where 
the totals of operating revenues and of 
operating expenses come closer and closer 
together.! 


This decision was rendered about 
the time the safety car was making its 
debut in various urban _ centers 
throughout the country. 


1Re San Diego Electric R. Co. P.U.R. 
1920B, 86. 
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In addition to the modern type of 
one-man car, many railway systems, 
hard pressed financially, were com- 
pelled to remodel existing equipment 
so as to permit either one- or two-man 
operation. In other words there ap- 
peared the home-made as distinguished 
from the tailor-made variety of equip- 
ment. The making over of an old suit 
of clothes is rarely ever satisfactory. 
The same thing is true with respect to 
the remodeling of existing equipment 
by a number of railway systems. There 
has been lack of uniformity in design 
and safety equipment, entrance and 
exit doors, and so forth. 


HESE handicaps, however, have 

been gradually corrected so as to 
make existing equipment conform as 
nearly as possible to the so-called Presi- 
dent’s Conference Car, representing 
the very latest style in street car equip- 
ment. This modern equipment unit 
was the outgrowth of a conference 
held by presidents of various elec- 
tric railway systems in the United 
States, with the advice of leading trans- 
portation engineers and scientists. The 
conference extended over a period of 
about seven years at a total expense of 
approximately one million dollars. The 
time and expense in designing the new 
car was amply justified. 

In addition to unsurpassed comfort 
and convenience, the new President’s 
Conference Car is equipped with all 
of the latest safety devices and may be 
operated by either one or two men. The 
body and trucks have been so insulated 
as practically to eliminate all noise. As 
one railway official recently said, 
“about the only noise you can hear is 
the noise caused by the little wheel up 
there on the trolley wire.” This ab- 
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sence of noise will be appreciated not 
only by the passengers but by the many 
thousands of long-suffering citizens 
who reside on or near the streets upon 
which the cars run. 

For a relatively long period prior to 
the development of the President’s 
Conference Car, however, one-man 
car operation in the United States was 
meeting with public approbation be- 
cause it had many advantages over 
two-man operation, both in respect to 
speed and safety. 

In August, 1919, the public service 
commission of Missouri commented 
on one-man car operation in a case af- 
fecting Kansas City as follows: 


The use of the one-man car should be in- 
creased to the maximum practical limit, giv- 
ing careful consideration to safety of pas- 
sengers.2 

According to information now 
available it appears that, by October, 
1935, the street car service in Kansas 
City was 100 per cent one-man oper- 
ated. 


HE public service commission of 

New York has had a number of 
proceedings involving one-man car 
operation. A decision in 1925 showed 
that even at that time the railways were 
turning to that type of car. The com- 
mission said: 


2 Kansas City R. Co. v. Kansas City. P. U. R. 
1920A, 926. 


One-man cars are being used extensively 
in this state; part of the service in the cities 
of New York, Buffalo, Rochester, Syracuse, 
Schenectady, Binghamton, and Elmira being 
furnished by such cars. All of the service 
in the cities of Utica, Albany, Troy, Hud- 
son, Ogdensburg, Oswego, and Lockport is 
supplied by one-man cars. This method of 
operation has been generally approved by 
numerous state commissions and admin- 
istrative bodies through the country as a 
safe and economical method of conveying 
persons, particularly in urban centers.’ 


In July, 1931, the New York com- 
mission refused to issue an order re- 
quiring two men to operate one-man 
cars, or to prohibit the use of one-man 
cars in Greater New York. Informa- 
tion at hand reveals that as of October 
2, 1935, in Greater New York 93.42 
per cent of the total street car service 
was rendered by one-man operated 
cars; that the Brooklyn & Queens 
Transit Corporation, the New York & 
Queens Transit Corporation, and the 
Third Avenue Railway System are 
each operated 100 per cent by the one- 
man method and that the New York 
Railways Corporation is operated 
37.32 per cent one-man. 

It is conceded by many experts on 
the subject of traffic and transportation 
conditions in large urban centers that 
the electric railway type of transpor- 
tation is the most effective known for 
satisfactorily handling mass passenger 
movements. Even in those cities which 


8 Buffalo v. International R. Co. P.U.R. 


1925B, 763. 


“In addition to unsurpassed comfort and convenience, the 
new President’s Conference Car is equipped with all of the 
latest safety devices and may be operated by either one or 
two men. The body and trucks have been so insulated as 


practically to eliminate all noise . . 


. This absence of noise 


will be appreciated not only by the passengers but by the 
many thousands of long-suffering citizens who reside on or 
near the streets upon which the cars run.” 
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have rapid transit facilities the surface 
car is still an important factor in the 
expeditious movement of many thou- 
sands of people, especially during the 
morning and evening rush periods. 


HE railroad commission of Wis- 

consin has rendered a number of 
interesting decisions following a very 
thorough investigation of one-man car 
operation. In one of these proceedings 
the commission said: 


We have made very extensive investiga- 
tions of the safety of operation of one-man 
cars and in several of our decisions we have 
set out in detail some of the results of our 
studies, especially in the Clybourn Street 
Case (P.U.R. 1925B, 409). We do not think 
it necessary to repeat here what was said, 
but we have not changed our opinion that 
one-man cars, equipped as are the one-man 
cars of the applicant company, can be 
operated with fewer accidents per car mile 
or per 1,000 passengers carried than can be 
done with the two-man cars. The accident 
records appear to us to be conclusive on this 
point.* 

The bone of contention in practically 
all the cases handled by public service 
commissions in every section of the 
country has been the question of safety 
of the one-man method of operation. 
As indicated in the Wisconsin decision, 
a comparison of accidents over a given 
period, as well as comparisons of oper- 
ating features under different kinds of 
conditions, have failed to indicate that 
the one-man method of operation is 
inferior to the two-man method, as to 
safety and convenience, when properly 
designed and equipped for one-man 
operation. 

In July, 1932, the public utilities 
commission of Illinois issued an order, 
supported by sixty separate findings of 
fact, authorizing the Chicago Surface 


Lines immediately to install and oper- 


4Re Milwaukee Electric R. & Light Co. 
(1925) P. U. R. 1926C, 59. 
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ate additional one-man cars on certain 
lines. But the order prohibited the car 
operators from collecting any fares, 
making any change, or issuing trans- 
fers while the cars were in motion. 
The versatility of the one-man car 
operator in giving information, mak- 
ing change, collecting fares, issuing 
transfers, watching traffic signals, and 
so forth, is somewhat analogous to the 
feats performed by sleight-of-hand 
artists and jugglers, or perhaps those 
unique personages who are able to 
write two different letters simultane- 
ously with each hand while talking on 
another subject. However, the one- 
man car operator appears to prefer 
that method of operation to having 
another man on the car, for two very 
good reasons: (1) he receives more 
money in his pay envelope, and (2) he 
is the “boss” of the entire operation. 
He doesn’t have to wait for another 
man’s signal. This saves delays in 


making his schedule. 
A’ to the contention advanced in 
many public service commission 
proceedings that the adoption of one- 
man car operation would increase the 
unemployment problem, the following 
case may prove of interest. In Shreve- 
port, Louisiana, the railway company 
instituted an action to enjoin the en- 
forcement of a city ordinance prohibit- 
ing operation of one-man cars on the 
ground that the ordinance violated the 
constitutional rights of the railway 
company. This ordinance which has 
been upheld by the Supreme Court in 
1917 ® was invalidated by the Federal 
district court for the western division 
of Louisiana, the latter court holding 


5 Sullivan v. Shreveport (1919) 251 U. S. 
169, 64 L. ed. 205. 
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Electric Cars for Mass Travel 


¢ 2 is conceded by many experts on the subject of traffic and 

transportation conditions in large urban centers that the elec- 
tric railway type of transportation is the most effective known for 
satisfactorily handling mass passenger movements. Even in those 
cities which have rapid transit facilities the surface car is still an 
important factor in the expeditious movement of many thousands of 
people, especially during the morning and evening rush periods.” 





that in view of changed conditions the 
ruling in the Supreme Court case no 
longer applied. The Federal district 
court commented in part as follows: 


Conditions are altogether different to 
what they were in 1917, when the question 
went from the courts of this state to the 
Supreme Court in the Sullivan Case. Then 
the one-man car was in its experimental 
stage, but now the new type of safety car, 
with all modern devices, appears to be 
equally as safe as those operated with a 
motorman and conductor As to the 
contention that men presently employed may 
lose their positions by the change, it may be 
suggested that in view of the present finan- 
cial plight of the plaintiff company, if some 
means to permit it to continue operation is 
not found, it may be forced out of business 
with the termination of all jobs, or the city 
be compelled to take over the plant, in 
which case the loss would simply be trans- 
ferred from its stockholders to the shoulders 
of the taxpayer. In the latter event it has 
been demonstrated that factors enter into 
the operation of such properties which 
seriously affect efficiency and economy.® 


This decision was affirmed by the 
circuit court of appeals of the fifth cir- 


6 (1930) 37 F. (2d) 910, 917-18. 
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cuit ’ and the Supreme Court refused 
to review the decision.® 


O NE of the most recent and interest- 
ing proceedings relating to one- 
man car operation was held by the 
board of public utilities and transpor- 
tation of the city of Los Angeles. 
These proceedings were the result of 
instructions of the city council, urging 
the board to issue an order looking to 
the elimination of one-man car oper- 
ation. One of the interesting features 
of the many hearings held by the board 
was the showing of a moving picture, 
presented by the Brotherhood of Rail- 
way Trainmen. The film depicted the 
one-man car operator in action. It sup- 
plemented testimony by the trainmen 
concerning the multitudinous duties 
the one-man operator is required to 


7 Shreveport v. Shreveport R. Co. 38F (2d) 
945, P. U. R. 1930B, 469. 
8281 U. S. 763, 74 L. ed. 1172. 
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perform. The board nevertheless 
reached the following conclusions : 


It appears that the advantages that might 
be gained from one-man car operation, if 
properly designed and equipped cars are 
used, are: Operating economy, which in 
turn permits more frequent service, result- 
ing in reduced loads and more regular ser- 
vice, thus making the service more at- 
tractive to the public; better average speeds 
because of loading standards in keeping with 
the class of service and of loading and un- 
loading arrangements which reduce the 
standing time at stops; increased safety 
factors because of interlocking doors with 
controls and brakes and the absence of 
projecting steps when the car is in motion; 
also the higher wages paid to employees. 
The evidence as presented does not justify 
an order prohibiting all one-man operation 
regardless of type of equipment used or 
conditions upon the line where such service 
is contemplated. That the question of per- 
mitting operation of street cars by one man 
is one which must be determined in the light 
of aii the facts surrounding a particular 
line. That no one-man operation should be 
permitted unless the vehicles used are 
adequately equipped to give proper service 
and properly safeguard the public, accord- 
ing to the characteristics of the line on which 
the vehicles are operated. 


A a result of these conclusions the 
board issued its order approving 
one-man car operation in Los Angeles, 
subject to a number of specifications as 
to design of equipment to insure safety. 
The order prohibited operation of one- 
man cars in the downtown business dis- 
trict of the city during morning and 
evening rush periods unless the cars 
used comply with certain specifications, 
In this connection, it is understood 
that a number of the new President's 
Conference cars will be placed in oper- 
ation in the city. 

In conclusion, it might be said that 
as urban communities continue to ex- 
pand, both in area and population, the 
one-man car, properly designed and 
equipped, will be an indispensable fac- 
tor in fulfilling the requirements of 
public convenience and necessity for 
adequate electric railway transporta- 
tion. 





When a Flood Stops Utility Service in a Large City 


CEQ UINCINNATI, situated as it is on a number of hills, escaped the 

+ worst ravages of the flood except for its low-lying areas. How- 
ever, the entire community was affected because the water pumping sta- 
tion and the electric gore 8 ants were flooded out, cutting off both 


the city’s supply of water and power. This stoppage of two of the 
city’s life-blood streams virtually paralyzed community life; downtown 
stores, business, and industry were closed... 


“With the shutting down of electric power, street cars were halted, 
skyscrapers became useless, street lights were out—householders were 
permitted one light plus the radio, and electric refrigerators had to be 
turned off in the evening when power requirements were heaviest. Only 
a small amount of power was available and this was rationed to the 
most important needs. It was a peculiar and depressing sight as I drove 
into Cincinnati at nightfall—into a large city without a street lamp lit 
or a building visible in the distance. Only a handful of lights were on 
in the downtown section. 

“The gas utility, through the splendid efforts of its employees, was 
able to keep the supply of gas available at all times. To thts the people 
of Cincinnati owe far more than they realize, for water could be 
boiled and cooking was possible. One fact stood out clearly which 
warrants emphasis—while relatively only a small part of a city may be 
actually flooded, the entire city may easily be rendered helpless through 
failure of the supply of water, gas, or electric power.” 

—Excerpr from Public Works Engineers’ News Letter 
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and 
Comment 


By OWEN ELY 


New York Traction Situation 
Remains Unsettled 


ECENT weakness in securities of the 
Interborough Rapid Transit Sys- 

tem, while partially due to general mar- 
ket conditions, nevertheless reflects the 
uncertain current outlook for the sys- 
tem. The refunding 5s, usually a rather 
stable issue, have dropped from their 
1937 high of 97 to 81, and the 6s of 1932 
from 56 to 364, rallying only slightly. As 


indicated in previous comment by this de- 
partment, the outlook seems distinctly 
unfavorable for completion of the Sea- 
bury-Berle unification plan. The illness 
of Judge Seabury and Mr. Curtin has de- 
layed the transit commission report, and 


the commission has indicated resent- 
ment over moves which it interpreted as 
“pressure” to hasten its decision. Ac- 
cording to The Wall Street Journal, the 
present situation is as follows: 


Belief is growing in some quarters close 
to New York city’s rapid transit unification 
picture that the transit commission in its 
report on this subject, expected shortly, 
will, in effect, throw down the plan which 
has been worked over for some three years. 
This will not be an outright rejection, it is 
thought, but rather a compromise proposal 
which the companies would find impossible 
to accept. 

If this materializes, it would mean that 
this vital transportation problem, which has 
baffled the city for fifteen years or more, 
will be back just about where the last unifi- 
cation attempt started . . . It also will revive 
the ancient question of the 5-cent fare, under 
which the ~— Independent System is not 
at present self-supporting .. . 

April 12th, next, has been stressed as the 
date by which unification must be accom- 
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plished if the Interborough-Manhattan 
system is to be kept intact. On that date, 
the matter of the disaffirmance of the Man- 
hattan lease is scheduled to come before 
Federal Judge Julian W. Mack, who has 
jurisdiction over the I. R. T.-Manhattan 
receivership. Disafirmance of the Man- 
hattan lease would mean disruption of the 
Interborough-Manhattan system. 

However, those close to this scene assert 
that before this motion is taken up, a 
formula to determine the earnings of the 
Manhattan Railway must be finally deter- 
mined. If this matter is decided in favor 
of the Manhattan, it is expected that the 
application for disafirmance would be 
dropped. 

Even if the matter of the formula should 
be decided against the Manhattan and dis- 
affirmance of the lease allowed, this opera- 
tion would take at least two years, accord- 
ing to Manhattan interests . . . Evidence 
that the I. R. T.-Manhattan System is not 
going to be caught unawares if unification 
fails is the fact that a new plan of reorgani- 
zation for this system is reported to be 
nearing completion. This plan is said to 
be the best worked out so far for this 


purpose. 


Meanwhile, the local tractions are 
affected by rising costs. Bills have been 
introduced at Albany (the origin and in- 
tent of which seem somewhat mysterious, 
unless the aim is to disturb Mayor La- 
Guardia) to raise wages in the Indepen- 
dent Subway Line, further increasing 
that system’s losses. The mayor and the 
board of transportation have permitted 
the Brotherhood of Railroad Trainmen 
to start a campaign to organize operat- 
ing employees of the City Subway, and 
the Interborough has reversed its labor 


policies and announced a yo wer refer- 
endum by its workers on collective bar- 
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gaining. With the cost of coal also rising 
sharply, this does not augur well for the 
future earning power of the Inter- 
borough System—unless it can divest it- 
self of the unprofitable elevated lines. It 
seems unlikely that holders of Manhat- 
tan Railway securities, who long have 
benefited by their ironclad favorable 
lease, will give up without a protracted 
legal struggle, however. 


> 


Dr. Morgan Seeks Codperative 
TVA Program 


HAIRMAN Arthur E. Morgan of 

TVA in a recent address at the Uni- 
versity of Minnesota stated that, in his 
view, T VA business should be conducted 
“without political patronage, with honest 
and representative accounting and pub- 
licity, with fair treatment of necessary 
and useful private investments, and 
without wasteful duplication of facili- 
ties.” 

He stated that he did not “subscribe 
to the ‘all or none’ philosophy, which 
would have the government take over all 
our economic life or else leave all of it 
to private initiative. In my opinion some 
things can best be done by private initia- 
tive, some by public undertakings, and 
some by a combination of both.” In Dr. 
Morgan’s opinion the TVA program of 
flood control, navigation, soil erosion, 
and power production as a by-product 
was necessarily a public undertaking. He 
pointed out that construction of the series 
of dams (Wilson, Norris, and Chicka- 
mauga) would not have been highly 
profitable investments for power if built 
separately, but when operated as a single 
system will develop over twice as much 
prime power as they would have devel- 
oped separately. 

The utility industry can hardly quarrel 
with Dr. Morgan’s basic philosophy. It 
is the TVA accounting practices, rate- 
making policies, and “cut-throat” compe- 
tition for sales outlets—backed by un- 
limited Federal funds, broad political 
powers, and an efficient propaganda ma- 
chine—to which the industry objects. 
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That is why the industry has been wag- 
ing a determined battle in the courts to 
protect the rights of private investors. 

Meanwhile, the TVA issue in the 
courts has become tangled in the ques- 
tion of jurisdiction, and Newton D. 
Baker, representing the Georgia Power 
Company, has asked the U. S. Supreme 
Court to intervene in what he describes 
as a “head-on collision between two Fed- 
eral courts’”—the fifth and sixth circuit 
courts of appeal. The Tennessee Su- 
preme Court has approved the state law 
authorizing construction of municipal 
power plants in Memphis and Chat- 
tanooga. 


¥ 


Scientific Analysis of Utility 
Rates 


Hus far there has been little evi- 

dence that the Federal government 
is attempting any scientific study of util- 
ity rates in relation to costs, apart from 
the comprehensive rate statistics pub- 
lished some time ago by the Federal 
Power Commission. The “yardstick” 
rates sponsored by TVA and proposed 
for Bonneville, with probable applica- 
tion to other government hydroelectrical 
developments, seem to be based on 
“social” rather than scientific bases— 
that is, the actual cost of generating the 
current would probably largely be paid 
by taxpayers rather than consumers, on 
the ground that much of the investment 
was for flood control, navigation, fer- 
tilizer development, and other “social” 
objectives which are necessarily on a 
nonprofit basis. Thus the yardstick rate, 
originally suggested as a scientific rate 
designed to test private utility rates, is 
neither scientific nor a “yardstick.” 


Meanwhile, utilities themselves are 
making progress in the scientific analysis 
and adjustment of rates to promote the 
use of additional current without over- 
penalizing profits or making an unfair 
distribution of cost burdens on various 
classes of consumers. The book recently 
published on “The Objective Rate Sys- 
tem” (by William F. Kennedy), de- 
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scribing the efforts of Commonwealth & 
Southern subsidiaries to develop an effi- 
cient and fair basis for promotional rates 
is an indication of this trend. 

Professor J. M. Clark of Columbia 
University has analyzed “The Possibility 
of a Scientific Electrical Rate System” 
in a recent publication of the American 
Economic Association. Professor Clark 
concludes : 


Is a scientific system possible for publicly 
owned enterprises competing with private 
enterprises on a so-called “yardstick” basis? 
Here there may be two views of the proper 
nature of a yardstick. The first calls for a 
fair test of efficiency between public and 
private operation, implying that the users 
have a right to rates from private companies 
as low as the cost at which they could pro- 
duce current for themselves. On this basis 
public rates should not be lower than private 
except as true costs are lower, not because 
the public plant has the political power to 
run at a deficit made good out of taxation. 
On this theory it should charge both interest 
and an equivalent for taxes. There is even 
question how far its lower rate of interest 
is a legitimate economy and how far it may 
merely represent a shifting of risks to the 
taxpayers in general, who are liable to be 
called on to pay contingent shortages. Such 
risks are real and substantial. 

On this theory a public plant might reduce 
rates slightly below present costs as a form 
of pioneering in testing the responsiveness 
of demand, but only to the extent that costs 
themselves might be reduced by a reason- 
able increase in use and if the costs do not 
come down to the rates the rates should be 
raised to the costs. 

The second idea of the nature of a yard- 
stick is that private rates are too high, that 
regulation is too weak and too much ham- 
pered to bring them down to a really fair 
level, and that the public has a right to 
bring them down by its own competition if 
it chooses, whether or not it can itself pro- 
duce cheaper. Thus it would be justified in 
operating at a deficit. This is a dangerous 
theory; but without eternal vigilance it is 
likely to prevail for political and other 
reasons, once a yardstick policy has been 
embarked on. 


The question is complicated by the alloca- 
tion of costs of hydroelectric plants between 
electricity, flood control, and conjectural 
benefits to navigation. Here there is great 
opportunity for shifting costs without the 
possibility of adequate scientific checks. And 
the possibility of basing rates on expected 
future costs, reduced by expected future in- 
creases in consumption, opens up other 
vistas in which a public enterprise can in- 
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dulge its prophetic talents without the 
checks to which private enterprise is sub- 
ject. This is especially true of a hydro- 
electric plant with capacity far beyond ex- 
isting effective demand. 


* 


Municipal Power Plants 


T° Los Angeles the Bureau of Power & 

Light has taken over the $46,340,000 
plant of Los Angeles Gas & Electric 
Corporation, becoming the largest munic- 
ipal system in the country. Wisconsin 
may pass miniature TVA legislation to 
carry out LaFollette pledges of public 
ownership. In Albany, Dr. John Bauer, 
in an address before the State League 
for Industrial Democracy, has urged a 
state-owned power authority, to acquire 
all generating and transmission facili- 
ties within the state of New York. 

On the other hand, President Kellogg 
of the Edison Electric Institute points 
out that the thirty municipal plants estab- 
lished during 1933 to 1936 (inclusive) 
was the smallest number in any four 
years since the 4-year period ended in 
1886. “To my mind,” said Mr. Kellogg, 
“this result is as striking proof as any- 
one could ask that the people of our 
country on the whole believe the electric 
service they are getting is as good and as 
cheap as is reasonably obtainable and I 
attribute this result in large measure 
to the electric utilities in recent years hav- 
ing everlastingly stuck to their knitting 
and having relied preponderantly on 
‘saying it with service and rates.’” 


¥ 
New Bond Offerings Delayed 


b &: continued weakness in stocks 
and irregularity in bonds have re- 
sulted in almost complete cessation of 
new offerings, although plans for new 
financing are being carried forward for 
execution when conditions are more 
favorable. In the fortnight ended April 
10th, there were no utility offerings of 
importance, with the exception of the 
$24,000,000 Panhandle Eastern Pi 

Line Company first “A” 4s of 1952, 
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offered at 974 (which might be con- 
sidered an industrial issue except for its 
affiliation with Columbia Gas & Electric 
Corporation). Because of the generous 
yield, the issue was readily bought, life 
insurance companies being reported 
large purchasers. The offering of $13,- 
600,000 Hackensack Water Company 
first mortgage bonds was delayed but is 
expected in the near future. 

Other utility offerings which appear 
in the Dow Jones SEC registration calen- 
dar, but the timing of which remains in- 
definite, are the following : $750,000 Ma- 
con Gas Company first 44s of 1952; $4,- 
500,000 Marion-Reserve Power Com- 
pany first mortgage bonds; $600,000 
Clear Springs Water Service Company 
first “A” 5s of 1958; $4,500,000 Com- 
monwealth Water Company first mort- 
gage bonds; $16,000,000 Southern New 
England Telephone Co. debenture 34s of 
1966 ; $400,000 National Gas & Electric 
first collateral trust “B” 5s of 1953; $7,- 
250,000 Southwestern Light & Power 
first “A” 4s of 1967; $1,000,000 Green- 
wich Gas Company first 4s of 1956; and 
$1,022,000 San Jose Water Works first 
33s of 1961. Stock issues pending in- 
clude 10,000 shares of Commonwealth 
Water Company preferred stock ; 35,000 
shares National Gas & Electric Corpora- 
tion; and 61,500 shares of Hackensack 
Water Company common stock. 

Central Ohio Light & Power Co., sub- 
sidiary of Crescent Public Service Co., 
plans to issue $750,000 first 44s and 
$600,000 serial notes (34 per cent and 


44 per cent). 
* 


Electric Appliance Sales 
for 1936 


CCORDING to the Electrical World, 
1936 appliance sales of electric 
utility companies representing some 60 
per cent of the industry showed a gain 
(in dollars) of 22 per cent over 1935, 
slightly larger than the previous year’s 
gain. Domestic consumption of electric- 
ity was increased about 11 per cent. 
“Average saturation” was estimated as 
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follows, for various appliances: Re- 
frigerators, 40 per cent; ranges, 11 per 
cent; water heaters, 4 per cent; clothes 
washers, 58 per cent; ironing machines, 
6 per cent ; vacuum cleaners, 64 per cent. 


¥ 


Central Hudson Gas & Electric 
Corp. 


ENTRAL Hudson Gas & Electric 
Corp. is an independent utility 
company in New York state operating 
electric, gas and telephone properties 
with total assets of about forty million 
dollars. Niagara Hudson Power Cor- 
poration as of December 31, 1935, held 
445,738 shares of common stock, nearly 
one-third of the outstanding amount, but 
over 96 per cent of the stock was held in 
a voting trust until January 1, 1937. 

The company has been under the same 
general management for many years, 
John L. Wilkie (until his death last 
July) having been chairman since 1932, 
and vice president and director for 
thirty-two years previous. 

The company supplies electricity and 
gas without competition to Poughkeepsie, 
Beacon, Kingston, Newburgh, and Cats- 
kill; electricity to 23 incorporated and 
445 unincorporated villages; telephone 
service to Cornwall and New Windsor; 
and steam service in Newburgh. The 
total population served is estimated at 
about a quarter of a million. In 1935 
about 80 per cent of gross revenues was 
obtained from electricity and 20 per cent 
from gas, steam revenues being less than 
1 per cent. About two-thirds of electric 
capacity is hydro and one-third steam, 
transmission lines being interconnected 
with neighboring systems. Franchises 
are mainly perpetual. 

The company has been active in rural 
electrification, having built 381 miles in 
the past year; upon the completion of 
96 miles additional, service will be avail- 
able to 97 per cent of the rural dwellers 
in central Hudson territory. 


HE company is in sound current 
financial position, with cash items, 
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December 31, 1936, in excess of current formed by merger of the Buffalo General 
liabilities. Capitalization was as fol- Electric Company, the Niagara Electric 
lows: Service Corporation and the Tonowanda 

, : Power Company, three operating com- 

Lone thy in 1965) enn eer $11,768,000 Panies in the Buffalo area. The new com- 

414% preferred stock 70,300 shares* pany will file reduced rate schedules. 

Common stock 1,500,000 shares Federal Judge Holly has approved the 
request for $15,000 to meet the costs of 
investigating the tangled affairs of the 
‘ 7 $400,000,000 Utilities Power & Light 

Earnings in the past decade have been System. Mr. Harley L. Clarke has re- 
as follows: signed as chairman of the boards of the 
Calendar Charges Earnings per Share Paid on Indianapolis Power & Light Company 

1986 “S24 ‘521 “S101 --% and Laclede Gas Light Company, im- 

1935 464 27.47 1.01 80 portant subsidiaries. Mr. Clarke has 

1934 4.28 26.23 95 80 been engaged in litigation with President 

1933 4.44 27.08 99 80 Odlum of Atlas Corporation regarding 

a prea eae 74 - control of the system. A protective com- 

1930 : 27.49 101 80 mittee has been formed for the common 

1929 21.52 89*  .86* stockholders. 

1928 23.17 99% = S7* Chairman Landis of the SEC has 

1927 : 22.06 See 728 questioned the purchase warrant feature 
of the recapitalization plan of Interna- 
tional Paper & Power Co. 

While operating revenues increased A suggestion in The Wall Street 
in 1936 (despite large rate reductions), Journal gossip column that the North 
larger costs and taxes and an increased American Company, in sending out form 
allowance for depreciation resulted in  j|etters to stockholders following trans- 
smaller operating income. Savings from fer of their holdings, was attempting 
bond and preferred stock refunding to discover why utility stocks are lag- 
operations resulted in a balance for com- ging marketwise, resulted in a reminder 
mon stock of the same amount per share from President Fogarty that the com- 
as in the previous year. pany has made a regular practice for over 

Rates have been further reduced by twelve years of sending such question- 
the company as of February 1, 1937, the naires to former stockholders. He stated 
savings to electric customers being esti- that replies had been received in over 40 
mated at over $200,000 per annum. per cent of the inquiries and that the re- 

The preferred stock is traded in over- sulting correspondence has been of con- 
the-counter and is currently selling at siderable value to the company. 
about 109, to — -— 4.1 per cent. se The Associated Gas & Electric Cor- 
common stock is selling currently aroun poration of Jersey City is said to be the 
160n the New York Curb (1936-7 range first perder! holding company to 
being approximately 14-20; 1930-5, fije a registration statement for new 
8-37), to yield about 5 per cent. securities under the Securities Act of 

1933. In previous cases subsidiaries of 
» such companies have filed, but not the 
parent companies themselves. However, 
Corporate Notes Associated Gas is not, according to its 

HE Niagara Hudson Power System statement, the top holding company. 
has now reduced the number of its Secretary Ickes has asked Attorney 
subsidiaries to thirty-three, compared General Cummings to bring suit to pre- 
with fifty-nine in 1929. The Buffalo vent disposition of Hetch Hetchy power 
Niagara Electric Corp. was recently to the Pacific Gas & Electric Company 
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*Excluding 3,404 shares of 6 per cent pre- 
ferred redeemed January 1, 1937. 


*Adjusted for subsequent split-up. 
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under existing arrangements between contract with the Ontario Hydro-Elec- 
the company and the city of San Fran- tric Commission. 
cisco, under the Federal Raker Act. San Washington Gas Light Company pro- 
Francisco voters have again (March poses to issue 12,500 shares of $4.50 con- 
5th) voted against compliance with the  vertible preferred stock in connection 
act, and the dispute is long-standing. with the acquisition of two system com- 
Ottawa Valley Power Company on panies. It has not been decided as yet 
May 4th will make up the back interest whether public offering of the stock will 
on its first mortgage 54s, due tothe new _ be made. 


e 


UTILITY PREFERRED STOCKS 


Current Redeem- Earned Current Approx. 
Price able Per Sh. Yield Dwidend 
About at 1936 About Accum. 
Dividend Paying (in order of yield) 
Consolidated Gas of Baltimore $5 .. 112 110 
Public Service Electric & Gas $5 .. re 110 
United Gas Improvement $5 110 
Dequesne Light Ist $5 110 
Consolidated Edison of New York $5 106 
Pacific Gas & Electric $1.50 
Common. & Southern $6 (paying $3) 3 
Los Angeles Gas & Electric $6 113 
American Light & Traction $1.50 .. 
Southern Calif. Edison $1.50 “B” .. 
New York Telephone $6.50 
American Gas & Electric $6 
Public Service of N. J. $7 
Pacific Lighting $6 
North American $3 
West Penn Power $7 
North American Edison $6 
Philadelphia Company $3 
General Telephone $3 Conv. ....... 
Amer. Water Works & Elec. Ist $6 4 
Federal Light & Traction $6 
United Gas Corp. 1st $7 
Columbia Gas & Electric $6 
Brooklyn-Manhattan Transit $6 . 
West Penn Electric $7 
United Corp. $3 
Georgia Power Ist $6 
National Power & Light $6 
Electric Bond & Share $6 
Long Island Lighting $6 
American Power & Light $5 
Nondividend Paying im our of re) 
Electric Power & Light $7 
Cities Service Soeur & Light $7 . 
Engineers Public Service 
Standard Gas & Electric 
American & Foreign Power $7 . 
United Light & Power $6 Conv. .... 


E—Estimated. 

(a)—Fiscal year ended June 30th. 

(b)—Fiscal year ended September 30th. 

(c)—The company also has outstanding $5, $6, and $8 preferred issues. 
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What Others Think 





Government by Mandate or Constitution? 


THE issue boils down to this: The Con- 
stitution is what the Supreme Court says tt 
is. The People’s Mandate is what President 
Roosevelt says it is. The law of the land is 
whatever the Liberty League says it isn’t, and 
the old Gray Mare ain’t what she used to be. 


N this pithy fashion did the Washing- 
ton correspondent for Telephony, 

weekly telephone magazine, express the 
prevailing status of the all-important Su- 
preme Court issue, now that both sides 
have had their say before the Senate 
Judiciary Committee, and the court has 
decided the Wagner Labor Act cases. 

It would be a hopeless task as well as 
an unnecessary bore to readers to at- 
tempt to digest or refer to all of the even 
relatively “important” speeches and 
statements delivered on both sides since 
President Roosevelt hurled his thunder- 
bolt in the form of his congressional 
message of February 5th. It might be of 
some aid to clearer understanding of the 
issue, however, to recall some of the 
more disinterested and constructive an- 
alyses of the question which have ap- 
peared all too rarely during the ensuing 
barrage of heated discussion. 

In this category would undoubtedly 
fall the letter of Chief Justice Hughes 
which was presented to the Senate Judi- 
ciary Committee by U. S. Senator Bur- 
ton K. Wheeler of Montana on March 
22nd. Although coming from a source 
most vitally concerned with the outcome 
of the battle over the judiciary, Chief 
Justice Hughes’ letter is important be- 
cause it brushed away much of the 
undergrowth of distorted claims, half 
charges, and, by proportionately narrow- 
ing the issue to its merits (which the 
Chief Justice declined to discuss) leaves 
less room for argument at cross-purpose. 

To summarize these confusing impli- 
tations, it will be recalled that President 
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Roosevelt’s proposal to allow him to ap- 
point an additional justice to the 
Supreme Court for every member over 
seventy years of age who remains on the 
bench has been variously urged for the 
following reasons: 

1. That the age of justices impairs 
their efficiency. 

2. That the court really needs addi- 
tional help in handling its regular work. 

3. That the court, as presently con- 
stituted, is at variance with the will of 
the people as expressed by its elected 
Federal government. 

After some shadow boxing on the 
subject of age during the early weeks of 
the controversy, it was generally ad- 
mitted that the first argument was un- 
sound. Opponents of the President’s 
plan soon proved a pretty good case to 
the effect that age had little to do with 
the President’s objection to the court, and 
that if their decisions had been more ac- 
ceptable to the administration they would 
not have been disturbed though they 
lived to be a hundred, as long as they 
could sit up in their bench chairs. 


Ws President Roosevelt in his 
Victory Dinner address practically 
admitted as much, and struck out vigor- 
ously on a line of argument against the 
court’s constitutional opinions rather 
than its age, it was pretty generally con- 
ceded that the “old age” trench had been 
abandoned in the fight to put over the 
plan. 

For the explosion of the second 
charge, we may thank the letter of the 
Chief Justice himself for its masterful 
analysis of the work of the Supreme 
Court. He proved conclusively that the 
court was abreast of its work and had 
kept abreast of it for some years. This 
is so well known by those who have fol- 
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lowed the work of the court at all, that 
repetition of the Chief Justice’s state- 
ments is needless here, but there were 
two other points in the Hughes letter 
that covered matters concerning which 
little had been definitely known before. 
First of all, it had been suggested that 
fifteen or some lesser number of justices 
in excess of nine might be able to speed 
up the work of the court by their pres- 
ence on the bench. Secondly, it had been 
supposed that these additional justices 
might at least lighten the work of the 
court by taking care of the preliminary 
stages of appellate writs. (In this con- 


nection it had also been hinted that more 
cases which should be heard, could be 
heard, if there were more hands on the 
judicial deck.) 


IsPOSING of the latter point first, 

Chief Justice Hughes clears up 
any doubt there might have been that 
truly worthy cases are slighted by an 
undermanned court. The letter stated in 
part: 


I should add that petitions for certiorari 
are not apportioned among the justices. In 
all matters before the court, except in the 
mere routine of administration, all the jus- 
tices—unless for some reason a justice is 
disqualified or unable to act in a particular 
case—participate in the decision. This ap- 
plies to the grant or refusal of petitions for 
certiorari. 

Furthermore, petitions for certiorari are 
granted if four justices think that they 
should be. A vote by a majority is not re- 
quired in such cases. Even if two or three 
of the justices are strongly of the opinion 
that certiorari should be allowed, frequently 
the other justices will acquiesce in their 
view but the petition is always granted if 
four so vote... 

The applicant for certiorari is required 
to state in his petition the grounds for his 
application and in a host of cases that dis- 
closure itself disposes of his request. So that 
the number of pages of records and briefs 
afford no satisfactory criterion of the actual 
work involved. It must also be remembered 
that justices who have been dealing with 
such matters for years have the aid of a 
long and varied experience in separating 
the chaff from the wheat. 

I think that it is safe to say that about 60 
per cent of the applications for certiorari 
are wholly without merit and ought never to 
have been made. There are probably about 20 
per cent or so in addition which have a fair 


APR. 29, 1937 


degree of plausibility but which fail to sur. 
vive critical examination. The remainder, 
falling short, I believe, of 20 per cent, show 
substantial grounds and are granted. I think 
that it is the view of the members of the 
court that if any error is made in dealing 
with these applications it is on the side of 
liberality. 


NSWERING the suggestions that new 
additional justices would aid 
either the preliminary work of selecting 
proper cases, or the judicial dispatch of 
those selected to be heard on argument, 
Chief Justice Hughes scored a point to 
the effect that they would be more likely 
to slow down the work of the court. He 
stated : 

An increase in the number of justices of 
the Supreme Court, apart from any question 
of policy, which I do not discuss, would 
not promote the efficiency of the court. It is 
believed that it would impair that efficiency 
so long as the court acts as a unit. There 
would be more judges to hear, more judges 
to confer, more judges to discuss, more 
judges to ‘be convinced and to decide. 

The present number of justices is thought 
to be large enough so far as the prompt, 
adequate, and efficient conduct of the work 
of the court is concerned. As I have said, 
I do not speak of any other considerations 
in view of the appropriate attitude of the 
court in relation to questions of policy. 


Obviously, fifteen judges on the bench 
could not “listen” any faster to the argu- 
ment of counsel than nine, but it also is 
not unlikely that fifteen judges in the 
conference chamber would argue longer 
and, in due time, produce more dissent- 
ing opinions than ever. 

Increasing the number of justices on 
the same bench to lighten the labor of 
appellate work in which all must partici- 
pate recalls the story of the teacher who 
asked a very sharp pupil: 

“If it takes ten men ten days to build 
a house, how many men would it take to 
build it in five days?” When the pupil 
hesitated, the teacher chided: “You 
should be ashamed. Such a simple prob- 
lem—why it would take twenty men.’ 

“Would it?” said the pupil. “Well at 
that rate 100 men could build it in one 
day, 2,400 could build it in one hour, and 
144, 000 men could build it in a minute; 
and if one boat could cross the ocean in 
ten days, ten boats could do it in one day. 
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The Columbus Dispatch 


SO, BOSSY! 


Say, teacher, which one of us is crazy?” 

In any event, the Hughes letter (which 
was substantially corroborated as to the 
court’s record of performance in a re- 
port issued prior to the Supreme Court 
controversy by the U. S. Solicitor Gen- 
eral) had the effect of clearing away the 
second argument ; to wit, that the Presi- 
dent was only trying to help the court 
with its work. This leaves for discus- 
sion the main argument on the merits of 
the issue—should the Supreme Court as 
presently constituted be reorganized be- 
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cause it fails to approve legally of the 
program of the present administration ? 


A™ concise, although broad, state- 
ment of the underlying grounds for 
the issue was contained in an article by 
the noted professor of American His- 
tory, William Franklin Sands, of the 
School of Foreign Service, Georgetown 
University. This article was originally 
published in the Washington (D. C.) 
Post of March 8, 1937, and it fortunately 
caught the eye of The Wall Street Jour- 
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nal commentator, Thomas F. Woodlock, 
who handily summarized Professor 
Sands’ analysis as follows: 


1. The Constitution as it stands represents 
a compromise between two incompatible 
ideas—one a federation of sovereign states 
and the other of a unitary national republic, 
with a strong central government. Up to the 
Civil War these ideas were in a condition 
of balance, with opinion on both sides and 
neither side preponderant. 

2. Since the Civil War the balance has 
been disturbed and the idea of the nation 
has been steadily in the ascendant, with a 
continuous aggrandizement of the central 
government. This was much aided and has- 
tened by the flood of immigrants to whom 
the notion of federated states was un- 
familiar, and the newer states coming into 
the Union also naturally leaned in that direc- 
tion. The partial failure of the schools to 
give the pupils a thorough understanding of 
the original idea of the 13 states and the 
compromise that brought them into a union 
contributed somewhat to the result. 

3. The process was also quickened enor- 
mously by the economic development of the 
country in the last sixty years, which went 
far to make the Union in fact economically 
unitary, and the finishing touch to this was 
furnished by the great depression. 

4. Through all this evolution, however, 
there remained the Constitution itself with 
all its compromises, and there remained also 
the Supreme Court as its guardian, the mem- 
bers of which are sworn to protect it as 
their sole duty, and interpret it to the best 
of their ability. 

5. The result is the appearance of some- 
thing like a “no man’s land” which, as Mr. 
Sands says, “is due primarily to the fact 
that the creating states did not wish to grant 
unlimited powers to their own creation, the 
Federal government; and to the fact that 
through the formula of granting, or through 
other circumstances later (as Senator Borah 
points out), they have or may have inhibited 
themselves from full use either of their own 
original power or of their remaining un- 
granted power. Obviously that would make 
the court’s decisions extraordinarily difficult 
and give ample ground for difference of 
opinion among its members.” 

6. That is not the court’s fault and is no 
warrant for an attack on the judiciary by 
either or both of the other government 
branches. As Sands says: “The judges are 
sworn to do exactly what they are doing.” 
It is not the court that is the issue but the 
dual form of our government. 

7. If there is a “no man’s land” between 
the Federal government and the states the 
remedy lies elsewhere than in appointing 
judges to carry out “the will of an indi- 
vidual, a majority of individuals or of all in- 
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dividuals. Judges are sworn to decide ac- 
cording to the law as it is, not as it should 
be or as somebody wants it to be.” It is the 
law that must be examined and not the court 
that must be changed. 


F all the multitude of speeches in 

favor of the President’s plan, this 
reviewer liked best the address given be- 
fore the Fourth Annual Woman Con- 
gress at Chicago, by Chairman James M. 
Landis of the Federal Securities and Ex- 
change Commission. It was temperate 
and well reasoned although vigorously 
argued. Reminding his listeners that the 
Supreme Court is not above criticism, 
Chairman Landis etched a “crisis” in 
general terms somewhat similar to Pro- 
fessor Sands’ picture of our dilemma. 
What to do about it? 

First, said Mr. Landis, we can do 
nothing in the hope that nothing will be 
done about it. Second, we can do noth- 
ing about it in the hope that time and 
good fortune will do something about it. 
Needless to say, Mr. Landis has little pa- 
tience with either of these do-nothing at- 
titudes. Third, we can amend the Con- 
stitution. Mr. Landis disapproves this 
because first of all there would be delay 
in agreeing on an amendment and, sec- 
ondly, there would be more delay and 
much more uncertainty about its final 
adoption. For a specific example, he ob- 
jected to Senator Wheeler’s proposal for 
an amendment that would permit Con- 
gress to override a Supreme Court “ve- 
to” by a two-thirds vote. He stated: 

This proposition has many weaknesses. 
The most obvious of these is that it would 
offer no solution to the problems of the 
various states whose legislative programs 
have been so often upset by the court. Such 
an amendment does not make it possible 
for states to pass minimum-wage acts, for 
states to provide for social security, for 
states to encourage collective bargaining. 
The relief it offers is illusory. 

But, more than this, such an amendment 
would give the Congress the right to over- 
ride the specific guaranties of the Constitu- 
tion. The Senator from Montana has 
recognized this by suggesting that the Bill 
of Rights should be omitted from its appli- 
cation. But there are other specific guaran- 
ties in the Constitution equally vital, equally 
dear to the liberties of the citizen. Are these 
to be so cavalierly overridden? In other 
words, such an amendment would complete- 
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ly and finally obliterate the constitutional 
amendment machinery and give the Con- 
gress the arbitrary power to make all 
amendments without regard to the Constitu- 
tion itself, without any reference to the 
states. 


Speaking of amendments generally, 
Mr. Landis stated : 


But the objections that I see to attacking 
this problem through constitutional amend- 
ment strike far deeper than this. First there 
is the time lag of constitutional amendment. 
Years of agitation preceded the passage and 
ratification of such amendments as those 
granting woman suffrage, granting the 
power to the national government to lay 
an income tax, proscribing the manufacture, 
sale, and transportation of intoxicating 
liquors and, in turn, the amendment that 
repealed that. 

Twenty years have now elapsed since the 
Supreme Court first denied the national 
government the power to deal with child 
labor. Despite the fact that the Congress on 
three separate occasions by overwhelming 
majorities endorsed the principle of child- 
labor regulation, thirteen years have now 
passed and the requisite number of states is 
still lacking. 

Shall we say to the woman worker in in- 
dustry, to the farmer, to the consumer, to 
the employee—wait these many more years 
before we can restore to you the liberties 
and the rights to the pursuit of your happi- 
ness of which the court has deprived you. 


o these national problems Mr. Lan- 

dis added the complications of war 
and referred with horror to the Dred 
Scott decision and the indecision of Bu- 
chanan. He concluded with a complete 
endorsement of the President’s plan: 


The President suggests the way to do 
otherwise. His proposal recognizes that the 
issue is not one of the Constitution, but an 
issue of men whose interpretations of that 
document make it a strait-jacket upon our 
national life. 

The proposal cannot be attacked upon the 
ground that it is not within the powers con- 
ferred on the Congress and the President 
by the Constitution. It cannot be attacked 
upon the ground that it breaks faith with 
the Democratic platform. It is, however, 
attacked upon the ground that the proposal 
seeks to subvert the independence of the 
judiciary. That attack is equally false. 

What the proposal seeks to do is to re- 
store the originally intended balance be- 
tween the legislative, the executive, and the 
judiciary—the balance that has been subtly 
and increasingly upset within the last 
thirty-five years as a majority of the court 


assumed more and more the right to pass 

upon the wisdom of legislation. 

The Constitution specifically gave the 
President and the Congress the means to 
restore that balance, a means which in no 
way makes judges subservient to their will 
or to the will of any individual, but a means 
to recreate a court conscious of its function 
and of its part in our national life. The 
fathers of the Constitution granted this 
means; with their great foresight they en- 
visaged that there might be a need for its 
exercise. That need is now here. 

Mr. Landis, it will be observed, stayed 
on the merits of the question—the blunt 
fact that the White House doesn’t like 
the way the umpire is “calling them” and 
wants to fire him. He also clarified the 
battle lines by declaring against the 
charge that the President’s plan itself is 
unconstitutional—a position lately sus- 
tained by the equally enlightening speech 
on that particular point delivered by a 
former Justice of the Supreme Court, 
John H. Clarke. 


I —— regulation was_ thrust 

squarely into the firing line of the 
Supreme Court issue by a statement of 
the Utility Consumers National Policy 
Committee, headed by Professor James 
C. Bonbright of Columbia University, 
and Dr. John Bauer, noted utility econo- 
mist. The “report” charged that the ma- 
jority of the U. S. Supreme Court, led 
by “Pierce Butler, formerly a railroad 
attorney,” has persistently endorsed util- 
ity companies’ demands that commission 
rate fixing be based on “reproduction 
cost.” This method, it was pointed out, 
results in constantly shifting levels of 
valuation and repetitious appraisal, as 
compared with the prudent investment 
cost contended for by the court minority 
led by Mr. Justice Brandeis. The state- 
ment said in part: 

Declaring laws wholly void has been the 
Supreme Court’s more spectacular method 
of disagreeing with Congress and state 
legislatures. But in using its power to inter- 
pret laws, too, it has felt free to disagree, 
and this influence has been just as impor- 
tant for the country, even if less showy... 
In reading their own ideas on utility regula- 
tion into the Constitution, the judges have 
been influenced not by their ages, but by 
the experience and the economic “ <tr and 
which they brought to the ‘ 
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In the matter of electricity, telephones, 
and other state-regulated utilities, and the 
nationally regulated railroads, as well, the 
majority’s rulings since 1923 now require 
that “reproduction cost” be considered as 
basic in rate fixing. This attitude has pre- 
cluded the possibility of different states 
experimenting with different standards of 
rate fixing, and has prescribed for them a 
method defensible only on the assumption 
that high rates are a good thing. 

Economists almost universally have ob- 
jected to the “reproduction cost” method of 
valuing utility property. The “prudent in- 
vestment” method was well on its way to 
becoming established when the reconstituted 
majority of the Supreme Court began at- 
tacking it in the Southwestern Bell Tele- 
phone Case in 1923. “Prudent investment” 
meant starting with a valuation based as 
nearly as possible on what had been invested 
in the plant, leaving out any imprudent and 
unnecessary outlays. It meant keeping care- 
ful track of the additions made to the plant 
thereafter. It provided a definite valuation, 
in contrast to the uncertainties and specula- 
tive possibilities of the “reproduction” 
method of valuation. 


HE committee’s report was released 

by Senator William H. Smathers, 
who was both state senator of New Jer- 
sey and U.S. Senator from New Jersey 
at this writing. Stating that it was his 
“duty and privilege to inject this new 
thought into the debate that takes place 
in the United States Senate on the Presi- 
dent’s Court Plan,” Senator Smathers 
supplemented the committee report as 
follows: 


Our annual national utility bill for gas, 
electricity, telephones, street railways, and 
railroads is approximately twelve billion 
dollars. The best interest of the nation de- 
mands that when the people of this country 
pay out such a stupendous sum every year, 
they have the right to pay no more than a 
fair price for the service they are securing. 
As long as the views of the present ma- 
jority of the Supreme Court remain the 
laws, the achievement of that end is, as a 
practical matter, well nigh impossible. 

I hope that the members of the Senate 
will give earnest consideration to this phase 
of the court’s actions in making up their 
minds with respect to the President’s pro- 
posal. The Utility Consumers National 
Policy Committee has advanced a broad 
cogent argument in favor of the President’s 
plan which up to now had hardly been 
touched on. It will be my duty and privilege 
to inject this new thought into the debate 
that takes place in the United States Senate 
on the President’s Court Plan. 
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Chairman Frank R. McNinch of the 
Federal Power Commission, in a recent 
radio address, also suggested utility reg- 
ulation as an additional reason for re- 
organizing the present membership of 
the Supreme Court. “Nowhere in the 
domain of the law,” said Chairman Mc- 
Ninch, “is there such inconsistency, such 
chaos, as in the regulation of public util- 
ity rates.” He strongly hints that a large 
measure of the responsibility for this 
suggestion lies with the majority of the 
Supreme Court for “usurping” the legis- 
lative function of rate fixing and impos- 
ing legalistic and cumbersome rules on 
the process of rate regulation. He stated 
in part: 

The Supreme Court says that rate making 
is a legislative process. The Congress and 
state legislatures, being unable directly to 
regulate rates, delegated this function to 
expert regulatory bodies, which, to use the 
language of Justice Brandeis, “have been 
appointed by law and informed by experi- 
ence.” But what happens to the decisions of 
trained public utility bodies when brought 
before the courts? They are, in effect, 
stripped of their expert character by judges 
who, except in rare instances, are without 
training or experience in rate regulation. 

Social and economic considerations of 
vital moment in our complex civilization 
may have entered into these commission 
decisions. But these considerations are sub- 
merged by the court under heavy legalism 
foreign to the social and economic realities 
of the present age. Even when a commission 
has followed the formula laid down by the 
court, the court usurps legislative powers 
the Constitution never conferred upon it by 
insisting upon weighing the evidence before 
the commission. This is a function which, 
in my opinion, clearly belongs to the com- 
mission and not to the court. 


HAIRMAN McNinch did not specifi- 
cally state what he thought would 

be a good formula for rate making, but 
he did suggest that the court was too 
quick to throw out state commission ef- 
forts to effect regulatory short-cuts. “If 
a commission,” he said, “in the interest 
of time and economy, adopts any method 
other than that dogmatically laid down 
by the highest court, the majority of the 
court refuses to examine the record to 
determine whether the rate fixed meets 
the test of fairness to the public and the 
company.” He specifically referred to 
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the Baltimore telephone (commodity 
price index) rate appeal (Chesapeake & 
Potomac Telephone Co. v. West) as a 
case in point. Chairman McNinch ended 
on a rather threatening note: 

The American people have caught a 
vision of a new and finer realm of social 
and economic justice. Those who stand in 
its path will be brushed aside. If any are 
unwilling to bow to the expressed will of 
the people and insist on standing erect in 
their pride and folly, may I remind them it 
was written long ago that “pride goeth be- 
fore destruction and a haughty spirit before 
a fall.” 


And thus the battle rages on. In the 
final analysis the decision as to the court 
must be made, as the Washington corre- 
spondent stated, between a “construed 


Constitution and an interpreted mandate.” 
.R.K. 
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A world 


THE world is, at the moment of writing, 
bankrupt. There is a fiction of solvency being 
maintained. How much longer it can be main- 
tained I do not guess, and nobody knows. 


S° writes Freeman Tilden in a letter 
introducing a crisp and vigorous dis- 
cussion of what might-be called the pa- 
thology of debt in his book entitled, “A 
World in Debt.” In this new book, bril- 
liantly written, a spade is called a spade. 


Debt — liability on a loan — is, for 
example, called debt and not given the 
euphemistic name of “credit.” 

A borrower may think he is enjoying 
an extensive line of credit but what this 
really means is that he has incurred a 
load of debt ; and no wise or honest man 
really enjoys that, however much he may 
feel it necessary temporarily to become a 
debtor. Thinking of borrowing as the 
utilization of credit and of debt as credit 
undoubtedly smooths the way to the 
overextension of debt. A large portion 
of the people are apparently always 
ready to borrow themselves into in- 
solvency if given the opportunity. Since 
most persons have the power to get into 
debt to some extent either by borrowing 
money or by incurring indebtedness in 
some other way (such for instance as 
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the purchase of goods on the instalment 
plan), and since governments can im- 
pose huge debts on the people, the total 
burden of public and private debt must 
be a staggering sum. 

Say that is granted. Well then, what 
of it? This is the question to which Mr. 
Tilden addresses himself. Many per- 
sons have given their views as to the 
causes of panics or depressions ; but have 
overlooked the part played by debt in 
these economic disturbances. Mr. Til- 
den’s study leads him to the conclusion 
that debt is the sole cause of panics and 
depressions. He says: 


There is one cause, and only one cause, of 
all panics and depressions in the economic 
world. That cause is debt. Credit is debt. 

If you can imagine a commonwealth in 
which nobody owed anybody else, and 
where the commonwealth owed no exterior 
commonwealth, it would follow that though 
there would be lean times and fat times, ac- 
cording to the smiles of Nature or her 
frowns, and although the individual would 
fare better under some conditions than 
others; yet if no credit had been extended, 
which is the same as saying that no debt 
had been contracted, there would be nothing 
to cause a panic or bring a monetary or ex- 
change depression. It is the fear of capital 
for its safety that precipitates a panic, and 
it is the attendant rush to cancel debt that 
brings about the ensuing depression. 
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The Columbus Dispatch 


WHAT A “SIT-DOWN” MEANS IN UTILITY REGULATION 


N this book, “A World in Debt,” Mr. 
Tilden tells debtors many unpleasant 
truths which they might well be re- 
minded of, especially spendthrift debt- 
ors both public and private. Among the 
most fundamental of these truths is the 
importance of the rigorous adherence to 
promises. Many persons, and even gov- 
ernments, are none too conscientious 
about the fulfilment of their contracts; 
but if violations of agreements between 
creditors and debtors, obligors and 
obligees, were the universal practice, 
what would become of civilization? 
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Mr. Tilden devotes several chapters 
to the discussion of public debt, one of 
which bears the rather startling title 
“Government As Swindler.” But are 
governments ever swindlers? This is 
what Mr. Tilden says, among other 
things, about that: 


All governments, as borrowers, are poten- 
tial swindlers. It is not cynical to say this: 
it is simply a fact. The reason is obvious. 
No matter how honorable may be the in- 
tent of the borrowing government at the 
time the loan is made, the term of the loan 
is usually so long that it is almost certain 
that the officials who originally contracted 


572 











WHAT OTHERS THINK 


the debt will no longer be in power. Most 
governors give way, after a few years, to 
a new set of governors representing a radi- 
cally different scheme and sometimes 
brought into power by violent displays of 
unrest on the part of the electors. The 
tendency then is to undo, or nullify some- 
thing of what preceding governments have 
done. Changes in the economic condition of 
the state may suggest, what was not before 
charged, that in contracting certain obliga- 
tions the former governors went beyond 
their powers, or were evilly disposed, or 
were recreant in some such definite way that 
repudiation of their acts is commanded by 
morality itself. Every government borrow- 
ing, therefore, carries with it the political 
germ from which a repudiation may more 
easily develop than in loans to individuals. 


Finally, referring to public debt, Mr. 
Tilden puts the question : Does posterity 
pay? Answering in the negative he says 
that posterity erases its external debts by 
repudiation and its internal debts “by 
inflation by juggling the currency stand- 
ard and by a cool levy on capital ; which 
is to say, by a redistribution of the wealth 
of the country.” 


S gees is bad for the creditor class, as 
readers will agree; but who loves 
acreditor? Certainly not the debtor. If 
a creditor has any popularity whatever 
(a matter of some doubt), that popu- 
larity is strictly limited to the time of 
the incidence of the debt. It is apt to 
wane as the payment date approaches 
and it ceases abruptly when that time 
arrives if payment cannot be made. Even 
if it can the creditor is often regarded 
as a hard man for demanding satisfac- 
tion. 

But, the creditor who has said good- 
bye to many five or ten-dollar bills or to 
higher sums loaned to friends in need 
may get some chuckles out of Mr. Til- 
den’s elaboration of the technique of 
friendly borrowing. 

Mr. Tilden points out that there may 
be a brief state of ecstasy when the loan 
is executed which may be shared even 
by the creditor but, he adds, “the gradual 
cooling of this ecstasy is an intrinsic part 
of the phenomenon of debt. Customarily, 
the sense of rapture does not linger with 
the lender, and in any case we may as- 
sume that in the borrower it has been 
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wholly dissipated by the time the loan 
comes due.” 

Finally the time comes when the 
debtor cannot pay. Then, if the debtor 
is unable to convince the creditor that the 
latter ought not to demand payment, the 
debtor begins to analyze the character of 
the creditor. Says Mr. Tilden: 

The debtor now remembers certain un- 
pleasant characteristics of his creditor which 
he had hitherto generously overlooked. Is 
it possible that he is a wolf in sheep’s cloth- 
ing? . . . Gradually the debtor is forced to 
conclude that he has been dealing with the 
wrong man. That innocence of heart which 
led him to accept a favor from a person in 
whom he felt implicit confidence has been 
betrayed. 

Mr. Tilden may say that just in fun. But 
isn’t it about what happens? It is always 
the creditor who is the bad man. The 
debtor is the downtrodden victim of a 
shameless Shylock. 

Mr. Tilden does not inform us what 
the creditor’s reaction to the nonpay- 
ment of the debt is, but a story is told of 
Horace Greeley which may illustrate it. 
One day while he was busy in his edi- 
torial sanctum a clergyman is said to 
have called upon him for a contribution. 
Horace was busy. He turned back to 
his desk, but as he resumed his scribbling 
asked without looking up: “What do you 
want this money for?” 

“To save souls from hell, sir,” the 
clergyman replied. 

Now, Horace, who had just been 
asked for a loan and who had passed out 
many a tener which had never returned, 
was consequently not at the moment in 
a very mellow financial mood. He 
snapped : 

“I won't give you a cent. There are 
not half enough souls in hell now.” 


Wee the creditor may think, 
however, it is the debtor who usu- 
ally does the talking. In dramatizing the 
story the debtor is made the hero and the 
creditor the villain. 

And is not the same thing true of 
other relations, such, for example, as 
that of capital and labor? Only a small 
percentage of the people have the 
requisite vision, energy, or capacity to 
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create jobs for themselves. Along comes 
a man, let us say, who has. He makes a 
job not only for himself but for thou- 
sands of others. Is he regarded as a 
benefactor or as an exploiter of labor? 
The reader ought to be able to answer 
that question without much research. 
But this is getting away from Mr. 
Tilden’s book which does as he intends, 


initiate a fruitful inquiry. If it is true, 
as he says, that debt is the one cause and 
the only cause of all panics and depres- 
sions in the economic world, what are 
we headed for now? 

—H.C.S. 


Freeman Tilden. 12 
50. Funk & Wagnalls 


A Wokr.p 1n Dest. B 
mo. cloth, 348 pages, 
Co. New York, N. Y. 





Telecommunications—A New Field of 
Federal Regulation 


sy. Herring of the Wharton School 
of Finance and Mr. Gross as chief 
of the international section of the FCC 
have done pioneer work in their compre- 
hensive study of a rapidly growing 
branch of the utility industry—“telecom- 
munications.” This rather formidable 
title embraces the activities of telephone, 
telegraph, cable, and radio companies 
(technically it also includes semaphore 
signaling). The word was coined as re- 
cently as 1932 and was legally adopted 
in 1934, when the United States ratified 
the Madrid Telecommunication Conven- 
tion and the annexed General Radio 
Regulations. 

Federal regulation of communications 
is now of wide scope, and the daily FCC 
“press releases” covering the regulation 
of broadcasting stations alone make up 
a bulky envelope. The recent investiga- 
tion of the American Telephone and 
Telegraph Company also indicated the 
increased interest of the Federal govern- 
ment in the communications industry, 
following transfer of regulatory powers 
from the ICC to the FCC in 1934. 

While the Postmaster General was 
given certain authority over telegraph 
lines as far back as 1866 and the Inter- 
state Commerce Commission also ac- 
quired some powers at the time of its 
creation in 1888, regulation did not be- 
gin in earnest until Congress passed the 
Mann-Elkins Act in 1910. State regula- 
tion—now exercised in 45 states and the 
District of Columbia—began about 1907, 
raising many interesting problems of 
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jurisdiction. But the Interstate Com- 
merce Commission lacked the compre- 
hensive powers to regulate and investi- 
gate now enjoyed by the FCC and hence 
its work was of relatively minor charac- 
ter, since few formal complaints were 
brought before it during the twenty-four 
years that it held jurisdiction. 

Messrs. Herring and Gross preface 
their study of rates and regulation with a 
brief history of the growth of the tele- 
graph, ‘“‘submarine telegraph,” telephone, 
radio communication, and broadcasting 
industries. The development of network 
broadcasting, which includes a table 
showing what various industries have 
expended for radio advertising during 
the years 1928-35, is of special interest. 
As might be anticipated, drugs and toilet 
goods head the list, with foods and bever- 
ages second, automobile a poor third, 
and gasoline, cigarettes, soaps, and con- 
fectionery following in the order named. 
Expenditures for drug and toilet goods 
have grown more than thirteen times 
since 1928, while automotive gained less 
than three times—evidently a car must 
be seen to be appreciated. 

Following the historical sections, the 
authors devote several chapters to the 
analysis of revenues and costs, rate mak- 
ing, and competition, combination, and 
coordination. 


HE subject of regulation (which, 
with the voluminous appendices, 
covers the remaining two-thirds of the 
volume) is discussed in the following 
order: Federal regulation prior to the 
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creation of the FCC; regulation of 
broadcasting and other radio communica- 
tion; state and international regulations ; 
an analysis of the Communications Act 
of 1934; and the final chapter deals with 
“communications and national policy.” 

It is a little disappointing that the 
authors do not devote much attention to 
problems of accounting and valuation. 
They point out that “the Communica- 
tions Act offers no solution to the valua- 
tion muddle nor does it suggest any alter- 
native method of determining reasonable 
rates.” Neither did it settle “the regula- 
tion of the relationships between hold- 
ing companies and operating companies 
and between operating companies and 
manufacturing companies,” although the 
FCC is empowered to investigate these 
matters and report to Congress. The 
question of consolidation of the two lead- 
ing telegraph and cable companies— 
Western Union and Postal Telegraph— 
also remains a problem for the future, 
although the FCC has made certain 
recommendations to Congress regarding 
the requirements for such a merger. The 
FCC has also asked for greater powers 
in the international field with the idea of 
protecting American rights both in peace 
and wartime. 

The FCC is said to have had some 
difficulty in codperating with state com- 
missions. “Delimitation of the appropri- 
ate spheres of state and Federal regula- 


tices, valuation, depreciation, and many 
others, affecting the charges and service 
of communication companies, cannot be 
made precisely because of the interming- 
ling of intrastate and interstate property 
and operations.” 


¥ the interesting field of broadcasting 
regulations, questions of the division 
of time between various programs, the 
degree of censorship, etc., are still in the 
controversial stage. Doubtless the FCC 
will have to develop new standards and 
precedents gradually. In response to fre- 
quent appeals for greater facilities for 
broadcasting nonprofit and educational 
programs, Congress has asked the FCC 
to investigate and report its recommenda- 
tions. The major difficulty, of course, is 
the proper allotment of time to the vari- 
ous educational, religious, and social or- 
ganizations; and any legislation on this 
subject should, in the authors’ opinion, 
permit of considerable administrative 
discretion. The question of censorship 
may also require the setting up of legis- 
lative standards. 

The study would have been of still 
greater interest if the authors could have 
devoted more space to the description of 
leading companies in each field and their 
competitive relationships. 

—O. E. 


TELECOMMUNICATIONS : ECONOMICS AND REGU- 
LATION. By James M. Herring and Gerald 


C. Gross. McGraw-Hill Book Co, New 


tion in such matters as accounting prac- York, N. Y. $5.00. 544 pp. 





Shame on the Power Trust for Vexing a 
Charming Visitor 


cy HAVE spent five weeks writing this short section on Power, and 
I abhor the Utilities from the bottom of my heart, for if 
they hadn’t badgered the TVA so much, I wouldn’t have been put to 
such inhuman trouble. Imagine poring over the intricacies of Power 
during that diabolical summer of 1936, in the SoutH! I deserve a 
present from myself: a good litile dinner, or a smart little hat, or a 
new detective story. But there is not a good little dinner to be had in 
Knoxville, I don’t like any of its hats, and as to detective stories, I 
have become so proficient at solving them that now I can guess the 
end before even beginning the book. As usual, virtue must be its own 
reward, although I have always found such recompense excessively 
unsatisfying.” 
—EXCERPT rrom “A Foreigner Looxs at THe TVA.” 
By Mme. Odette Keun. 
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Appeal Test Case 


HE Electric Bond and Share Company 

and other public utility company co-de- 
fendants, which lost the first round against 
the government over the constitutionality of 
the Public Utility Act of 1935, filed an appeal 
on April 6th in Federal court in an effort to re- 
verse Judge Julian W. Mack’s opinion up- 
holding the registration provisions of the 
statute. 

Leave to appeal to the United States Circuit 
Court of Appeals at New York city was 
granted by District Judge Vincent L. Leibell. 
At the same time he stayed, pending the ap- 
peal, the injunction issued by Judge Mack to 
restrain the defendants from using the chan- 
nels of interstate commerce and the mails for 
business across state lines. The government, 
however, it was said, has not pressed for com- 
pliance, preferring to await final adjudication. 

Attorneys for the company, in their peti- 
tion citing errors, contended that Judge Mack 
erred in holding that Sections 4(a) and 5 of 
the act “constitute a valid and reasonable reg- 
ulation of interstate commerce and the mails.” 
They held that this involved an improper 
delegation of power by Congress to the Se- 
curities and Exchange Commission, which is 
to administer the act. 

They also assailed that portion of the de- 
cision which ruled that “the filing of informa- 
tion in accordance with Section 5 is a reason- 
able method of controlling the alleged hold- 
ing company evils and abuses at which the act 
is directed, including evils and abuses growing 
out of the transactions specified in Section 
4(a) of the act.” 


Confer on TVA Extension 


Ngee ag. wigpen John E. Rankin, of Tu- 
pelo, Miss., conferred late last month with 
President Roosevelt regarding Tennessee Val- 
ley Authority power line extensions, and said 
the President “was very much impressed.” 
Rankin, chairman of the public power bloc in 
the House, said the President suggested the 
possibility of extending lines to rural cus- 
tomers throughout the TVA area “be thor- 
oughly investigated to see whether additional 
legislation was necessary.” 

Rankin said he did not think additional leg- 
islation would be necessary and believed the 
TVA has the authority to build these lines 
under the present law. He stated: 

“The TVA is generating enough power to 
supply every farm home for two or three hun- 
dred miles around. It is barred from supply- 
ing power to several municipalities within that 
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radius, either by the local authorities or by the 
power companies. But there is no reason why 
this power should not be supplied to the 
farmers throughout that section. 

“I want to get these distribution lines built 
so as to make this power available for rural 
electrification in every county in the TVA 
area. With the assistance of the Rural Elec- 
trification Administration, we can then elec- 
trify every farm home in the territory at 


TVA rates.” 
Promises National TVA 


ENATOR Norris, after a conference with 
President Roosevelt on March 31st, stated 
that he was planning to introduce a bill au- 
thorizing creation of an agency to build 
throughout the country a system of flood con- 
trol and power plants similar to the Tennessee 
Valley Authority. 

He said he “hoped” to have the measure 
ready this session. He believes that prelimi- 
nary surveys have advanced sufficiently to 
provide necessary data. No particular section 
was favored, Senator Norris said. He added: 

“T think that all the rivers of the country 
ought to be controlled if the nature of the 
country through which they flow is subject to 
such control by a national flood control 
agency.” 

Senator Norris did not have any idea of the 
ultimate cost of the proposed program, but he 
indicated his belief that whatever the amount, 
it would be worth while. He also indicated 
that Mr. Roosevelt approved the idea. 

He said flood control was the most impor- 
tant, “but a Tennessee Valley Authority for 
the entire country would have a direct bearing 
on power, on navigation, and the conservation 
of soil. All rivers in the United States ought 
to be controlled.” 


Advocates Broadcasters’ Tax 


(Coneunes Payne of the Federal Com- 
munications Commission recently sent to 
Representative John J. Boylan of New York 
the proposed draft of a bill to levy a special 
tax on radio broadcasting stations. The tax 
proposed would be $1 a watt for every sta- 
tion authorized to use up to 1,000 watts; $2 
a watt for every station authorized to use 
over 1,000 watts and up to 10,000 watts; and 
$3 a watt for every station authorized to use 
in excess of 10,000 watts. 

In a letter to Representative Boylan, the 
commissioner said “there has been a wide- 
spread conviction that the enormous profits 
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made by the broadcast stations more than 
justify a special tax.” Commissioner Payne 
pointed out that various members of both 
branches of Congress have at times suggested 
that profits of broadcasters be curtailed by 
some form of taxation of the gross revenues 
or net income. 

He also pointed out that there is invested 


in the broadcasting business not more than 
$400,000,000, whereas the gross revenues last 
year exceeded $107,000,000 with the possibil- 
ity of reaching $125,000,000 or $130,000,000 
this year. The commissioner said that com- 
puted on the broadcast licenses now in effect, 
the total amount of revenue the special tax 
would yield would be $6,946,395. 


Alabama 


Plan Power Plant 


HE Federal Rural Electrification Adminis- 

tration on April 8th announced that its en- 
gineers were studying proposed sites for a 
generating plant to serve farm homes in 
Cherokee and DeKalb counties. 

Officials said REA was unable to obtain 
“reasonable rates” from private plants in the 
area, and was prevented by injunctions from 
buying Tennessee Valley Authority power. 
For these reasons, they explained, the agency 
agreed to establish a new generating plant for 
the cooperative. 

The allotment for the project was made to 
the Cherokee County Electric Membership 
Corporation, Cherokee, Ala. 


City Attempts Ouster 


HE Standard Telephone Company on April 
9th had before it a challenge from the city 


of Dothan to “show cause why you should not 
remove your poles and wires from the city 
streets, alleys and highways.” 

Officials declined to discuss the probability 
that bids would be asked on a telephone fran- 
chise although City Hall records failed to 
show that the company was franchised within 
the legal period since the last recorded fran- 
chise, dated in 1906. City authorities con- 
tended a municipality was powerless to grant 
a utility franchise running more than thirty 
years. 

Harry Calvin, phone company manager, as- 
serted his company possessed a franchise to 
operate as “long as it pleased” but later ad- 
mitted he could locate no franchise dating 
after 1903. Calvin said he expected the ques- 
tion of the franchise would be thrown into the 
courts in reply to a question as to whether the 
case would be carried to law if the city exe- 
cutes its implied threat to compel suspension 
of operations. 


Arkansas 


Ordered to File Rates 


: HE state utilities commission on April 8th 
issued an order instructing electric utility 
companies doing business in Arkansas to file 
with the commission schedules of rates pro- 
posed for selling current to rural electric co- 
Operatives in their territories. April 19th was 
the deadline set for filing the information. 

Act 342 of 1937 provides that codperatives 
may build their own generating plants, make 
contracts with municipally owned plants or 
purchase from private utilities. Only one of 
the eight rural projects seeking Federal loans 
proposes to build a generating plant. Most of 
the codperatives are said to be seeking fa- 
vorable rates from private utility companies. 


Injunction Granted 


A interlocutory injunction temporarily re- 
straining state officials from enforcing 
Act 200 of the Fifty-first General Assembly, 
which seeks to prohibit telephone toll charges 
between cities of the first class within three 
miles of each other, was granted at Little Rock 
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on April 9th by a special 3-judge Federal 
court. 

The act was described by its sponsors in the 
legislature as applying only to Fort Smith and 
Van Buren. It was introduced in the House 
of Representatives as House Bill No. 146 by 
Representatives Smalley and Creekmore of 
Van Buren, Crawford county. Senator Fred 
Armstrong of Fort Smith called the bill up 
in the Senate for passage. It was signed by the 
governor March Sth. 

Hearing on the Southwestern Bell Tele- 
phone Company’s petition to prohibit enforce- 
ment ot the act occupied two hours in Federal 
court, and the interlocutory injunction was 
signed by the three judges. The injunction 
temporarily restrains the defendants from 
filing or prosecuting any suit to impose or 
recover any penalty or fine prescribed in Act 
200 for assessment of toll charges between 
the two cities and from prosecuting the tele- 
phone company for making such charges or 
interfering with operation of service in the 
manner prevailing at the time the act became 
effective. 

Federal Judge Miller declared that the act 
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is “arbitrary and unconstitutional.” Preced- 
ing testimony and argument on the question of 
the interlocutory injunction, the state’s motion 
to dismiss the suit was overruled. 

Attorneys for the company argued that the 
act would confiscate property of the company, 
would provide free service to the public, and 
would require upkeep of property without in- 
come. They argued also that it would interfere 
with management of the company, since a sec- 
tion of the act declares that no rates may be 
raised to take the place of revenues lost from 
former toll charges. 

Defendants named in the suit, which was 
filed about three months ago, were Attorney 
General Jack Holt, Prosecuting Attorney Har- 
rell Harper of the Twelfth Judical District, 
and Prosecuting Attorney Ralph Robinson of 
the Fifteenth Judicial District. 


Plans Rural Line 


HA C. Couch on April 1st authorized, 
subject to approval by the state utilities 
commission, construction of the 114th rural 
electrification project undertaken by the Ar- 
kansas Power and Light Company since in- 
auguration of the farm and rural electrifica- 
— program by the company in February, 


The extensions range in length from a half 
mile to serve only a few customers to projects 
such as the 105-mile system in Faulkner and 
Conway counties. Altogether more than. 500 
miles of the new type line, developed by the 
company’s engineers, have been built at a cost 


of nearly $500,000. These lines have made 
service available to more than 3,500 farms and 
other establishments in heretofore isolated 
sections and communities. 

The extension recently authorized by Mr. 
Couch will comprise 43 miles of line, the cost 
of which including transformers and other 
equipment, will approximate $30,000, and will 
make available 24-hour electric service to 
some of the oldest communities and sections 
of the state in Dallas and Grant counties, 
Work was to start as soon as the permit was 
granted. 

Employment will be given to customers who 
desire an opportunity to earn enough to cover 
cost of wiring their homes. 


REA Approves Loan 


HE Federal REA last month approved a 
loan of $190,000 to finance a cooperative 
rural electrification project to serve 750 farm 
families in Pulaski, Lonoke, and Prairie coun- 
ties. The retail rate for electric power is to 
be fixed by the consumer corporation to pro- 
vide sufficient revenue to amortize the loan 
over a 20-year period. The rate, it was said, 
would pot a be 3 to 34 cents per kilowatt. 
The corporation to be set up will purchase 
ower from the North Little Rock Electric 
epartment at a rate of 14 cents per kilowatt 
for the first 20,000 kilowatts; 14 cents for the 
second 20,000 kilowatts, and one cent per kil- 
owatt for all in excess of 40,000 kilowatts. 
Stanley Carpenter, Pulaski county agent, said 
the rates offered were suggested by the REA. 


California 


Start Power Drive 


A= to protect Los Angeles from “cut- 
throat competition” in the matter of 
power rates was launched on April 7th by the 
California House delegation. Led by UV. S. 
Representative Colden of San Pedro and Ford 
of Los Angeles, both Democrats, the Cali- 
fornians registered an emphatic protest against 
pending legislation affecting the Bonneville 
dam power project, and demanded inclusion in 
the bill of a provision giving the Federal 
Power Commission authority to control and 
fix power rates on government hydroelectric 
projects. 

They pointed out that to make sure that 
rates are not excessively low in some places 
and high in others the Federal commission 
should be empowered to review rates at Bon- 
neville, Hoover Dam, and Grand Coulee. The 
fact that the Bonneville project is chiefly de- 
voted to flood control and irrigation purposes 
has caused considerable agitation for extreme- 
ly low power rates at the dam, Ford declared, 
and this might result in ruinous competition 
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for other Federal projects on the West coast. 


Passes Bond Bill 


W ITH no organized effort to defeat it and 
little debate, the Assembly on April Ist, 
by a vote of 65 to 10, approved a Senate bill 
permitting issuance of revenue bonds for a 
wide range of governmental activities. The 
revenue bonds may be authorized by a ma- 
jority vote of the people under terms of the 
measure. The bill contemplates entrance of 
governmental agencies throughout the state 
into a variety of business endeavors. 

The bill, sponsored by Senators Garrison 
and Jesperson, two public ownership advo- 
cates, and twenty-three colleagues in the up- 
per house, was said to be the most far-reach- 
ing revenue bond proposal to be presented to 
the legislature. 

Because of a slight amendment, the bill was 
sent back to the Senate for concurrence, and 
was to be then transmitted to Governor Mer- 
riam for his signature or veto. Two years 
ago, a more restricted revenue bond bill, ob- 
ject of a bitter fight in the state legislature, 
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was vetoed by the governor, it was reported. 

The measure authorizes creation and estab- 
lishment of a public utilities commission with- 
in any city, county, local governmental agency, 
society, association, authority, or entity ren- 
dering service to the public. Bonds may be is- 
sued after a majority vote of the people, in- 
stead of the two-thirds vote required of gen- 
eral obligation bonds, to defray cost of con- 
struction or acquisition of public utilities and 
extensions, repairs, replacements, etc., and for 
acquisition, production, purchase, sale, and 
distribution of products, commodities, energy, 
or service for such public utility. 


Asks Suit to Halt Power Sale 


Sper nat yr of Interior Ickes on April 2nd 
asked Attorney General Cummings to in- 
stitute suit to compel San Francisco to cease 
sale of current from Hetch Hetchy dam to the 
Pacific Gas & Electric Company, a private 
utility, for distribution in the city. 

The action was taken after San Francisco 
voters failed to ratify a charter to comply with 
the Raker act, which provides that current 


from the dam cannot be sold to a private util- 
ity. Ickes charged that the method of serving 
the city and county through the Pacific Gas 
& Electric Company is illegal. 

Secretary Ickes wrote Cummings requesting 
that he institute suit in the Federal court to 
enforce the provisions of the Raker act, and 
stated that in his opinion “the least that can 
be done is to secure an injunction against the 
further disposition of power to the Pacific 
Gas & Electric Company, under the existing 
agreement between that company and the city 
and county of San Francisco.” 


Grants Rate Case Review 


HE state railroad commission on March 
29th won a Supreme Court review in its 
effort to regulate gas rates charged by the 
Pacific Gas and Electric Company which op- 
erates in central and northern California. 
The tribunal consented to review a ruling by 
a 3-judge Federal district court enjoining en- 
forcement of an order which the state agency 
estimated would reduce the company’s revenue 
by $1,744,881. 


Florida 


Seeks Gas Franchise 


HE Consumers’ Gas & Fuel Company on 

April 7th asked Miami for a 30-year 
franchise to operate a gas plant to serve the 
residents in areas not now being supplied with 
gas. Charles Starr, engineer of the concern, 
which recently made similar overtures to 
Coral Gables, presented the city commission 
with a detailed franchise ordinance, which was 
taken under advisement. 

Under the proposed franchise the city would 
receive one per cent of the firm’s gross re- 
ceipts, and would be required to lay the mains 
necessary for operation of the service. 


The ordinance set forth a sliding scale of 
consumer rates with a minimum charge of $1, 
for which 500 cubic feet would be allowed. 
On the next 9,500 cubic feet the rate would 
be $1.55 per one thousand; the next 1 
cubic feet, $1.45; next 25,000 cubic 
$1.20; next 50,000 cubic feet, 95 cents, — 
more than 100,000 cubic feet at 75 cents. The 
rates would apply for the first five years of 
the franchise, after which new rates would be 
agreed upon between the city commission and 
the gas company. 

The city would have the right to purchase 
the plant and property at the expiration of the 
franchise. 


Georgia 

5-cent street car fare. The commission chair- 
man made it plain that the projected inquiry 
into street car and bus fares would not be 


launched by the commission until after the 
power company has installed and has in op- 


Promises Fare Inquiry 


ig HE state public service commission was re- 
ported early this month to be preparing, of 
its own volition, a rule nisi calling upon the 
Georgia Power Company to show cause why 
its Atlanta street car and bus fares should not 
be reduced. 

Commission Chairman Jud P. Wilhoit made 
the statement that the commission’s rule nisi 
was to be expected “within a short time” as 
he announced the commission had dismissed, 
at the request of the petitioners, a plea filed 
by some 300 citizens asking for a straight 
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eration the “trackless trolleys” it plans to 
use on a part of the system. 

Chairman Wilhoit also made it plain that 
when the rule nisi is issued it will not be with 

a view of bringing the fare down as low as 5 
a. He indicated any reduction which the 
commission might deem proper would be con- 
sidered worthwhile. The chairman said the 
commission, of course, could not prejudge the 
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case, and that if the investigation revealed the 
power company could not stand any reduction 
at all there would not be any reduction. Wil- 
hoit praised the power company for the up- 
keep of the street railway system. 


House Passes REA Bill 


B* a vote of 119 to 0, the House recently 
passed a measure outlining the method 
under which rural electrification associations 


should be organized. Sponsored by Represen- 
tative Parker, of Colquitt county, the bill was 
based on regulations of the Rural Electrifica- 
tion Administration of the Federal govern- 
ment, and on the regulations of the Tennessee 
Valley Authority. 

Parker said the law would facilitate and 
simplify organization of the codperative elec- 
tric associations for which there was at that 
time no specific provision under Georgia 
statute. 


Indiana 


Holds Tax Valid 


yt HE right of the legislature to levy state and 
county taxes on those parts of municipal 
utilities used for commercial purposes was 
upheld recently by the state supreme court. 

There are 266 municipal utilities in the state 
and approximately 10 per cent of these have 
been paying the state and county taxes levied 
on them by a 1933 act. The assessed value of 
these utilities, as made by the state tax board, 
is approximately $31,000,000. 

The supreme court ruling came in its rever- 
sal of a St. Joseph county superior court 
order which, in 1934, halted the collection of 
taxes on the South Bend municipal water- 
works. The superior court had granted the 


city of South Bend an injunction restraining 
the county treasurer from collecting $12,- 
238.42 in taxes charged against the South 
Bend municipal water plant. The contested 
figure was based on the state tax board’s as- 
sessment of $2,092,040 on that part of the 
utility the tax board decided was being used 
for commercial purposes. 

Philip Zoercher, chairman of the state tax 
board, said the decision of the supreme court, 
which was unanimous, was a “vindication of 
the right of the legislature to tax those parts 
of all municipal utilities used for commer- 
cial purposes.” He estimated the return to 
the state, if the state and county rates are as- 
sessed against the utilities, would be approxi- 
mately $450,000. 


Kentucky 


the financial safety of proposed rural elec- 
trification projects. The farm groups asked 
the commission to protect the rural electrifica- 
tion projects actually being surveyed from 
company-constructed electric lines that pene- 
trated the most lucrative portions of the rural 


Certificate Required 


U TILITY companies that have been making 
extensions into proposed rural electrifi- 
cation territory without consent of the state 
public service commission are barred from 
continuation of that policy under a commis- 
sion order put into effect on April 8th. The 
purpose of the order, the commission said, is 
to encourage development of rural electrifica- 
tion throughout the state, and is designed to 
keep utility companies from taking the cream 
of the rural business in any given area and 
7g the remainder of the section unserv- 
iced. 

The order forbids any company from mak- 
ing extensions to its existing lines outside 
municipalities without obtaining a certificate 
of convenience and necessity from the com- 
mission. Heretofore some utilities have asked 
for certificates on practically all extensions, 
the commission said, and others have made 
numerous extensions without obtaining the 
commission’s consent. 

Representatives of farm organizations re- 
ported to the commission on March 20th that 
some of the proposed extensions threatened 
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projects. The public service commission’s 
order said: 

“The commission believes that one of the 
most serious problems with which the rural 
coéperatives will have to contend is the com- 
petitive solicitation of prospective rural cus- 
tomers by the codperatives and by the utilities 
serving the same territory. Since the rural 
rates of the utility companies in certain parts 
of the state are at a level which offers strong 
competition with the rates which can be af- 
forded by the codperative associations, the 
possibility of divided opinion as to who shall 
serve in some areas is very apparent. 

“It is also evident that the loss of the bet- 
ter prospective customers may baa the plan 
of the codperatives to bring rural service to 
entire areas by reducing the average consump- 
tion of the potential user to a point where the 
project cannot be approved by the Rural Elec- 
trification Administration.” 
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Gets Loan Authority 


TS state public service commission issued 
an order on April 9th giving the Hender- 
son County Rural Electrification Association 
authority to borrow $190,000 for the creation 
of a power project. 

The commission previously had issued a 
certificate of convenience and necessity to en- 
able the association to procure a franchise and 
construct a plant. 


Not Subject to Tax 


ADISONVILLE’S water plant and power 
lines are not subject to state or local 
taxation, inasmuch as they are used solely for 
public purposes, according to W. Owen Keller, 
Assistant Attorney General. 

Harper Gatton, superintendent of Madison- 
ville schools, inquired as to this recently after 
he had read of a ruling by the Indiana Su- 
preme Court holding certain municipally 
owned utilities taxable in that state. 


Service Permit Denied 


HE state public service commission on 
April 9th refused to grant immediately the 
Kentucky Utilities Company and the Commu- 


nity Public Service Company permission to 
construct a 2,300-volt single phase distribution 
line between Campbellsville and Columbia to 
serve prospective customers along the route. 

The commission granted the companies au- 
thority to build a high-voltage transmission 
line between the two communities at a cost of 
approximately $41,800, to make available to 
the Columbia district of the Community Pub- 
lic Service Company an additional source of 
power. 

Representatives of farm groups in Taylor 
and Adair counties opposed the proposal to 
construct the distribution line on the ground 
it would cripple their plans to develop a rural 
electrification codperative association in the 
two counties. Preliminary plans for organ- 
ization of the codperative have been made. 

The commission said it would reconsider the 
application for the 2,300-volt line “after a pe- 
riod of sixty days, and should plans for the 
coéperative association fail to materialize 
within such period, a certificate will be granted 
if the extension is otherwise acceptable to 
the commission.” 

The order was said to be the first issued in 
line with the commission’s announced policy to 
protect rural electrification codperatives from 
unrestricted competition from privately owned 
utility companies. 


Massachusetts 


May Sell Fixtures 


pF ype 2 lighting plants would be given 
permission to sell gas and electric fix- 
tures and equipment to their customers under 
the provisions of a bill which was recently 
passed by the state Senate. 

Opposition to the measure was recorded by 
Senators George G. Moyse of Waltham and 
David M. Brackman of Roxbury, who pro- 
tested that private companies should not be 
forced to compete with publicly owned organ- 
izations. Arguing along these lines, Senator 
Donald W. Nicholson of Wareham sought to 
have the measure referred to the next an- 
nual session. The motion was defeated, how- 
ever, 12 to 20. Senator Angier L. Goodwin 
of Melrose announced his favor of the bill, ex- 
plaining that the only place there had been any 
trouble in the sale of electrical equipment 
was at Concord. 


Orders Rate Hearings 


ONFIDENT that lower rates can be obtained 

for the public, the state public utilities 
commission on April 9th decided to investigate 
eight electric companies operating in the state, 
This action is being taken as a result of the 
returns filed by these corporations March Ist, 
disclosing their profits and other financial 
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facts. Malden, Cambridge, and Quincy com- 
panies were included in the group. 

Members of the commission were said to 
have been making a study of these returns 
and were satisfied that reductions in rates 
may be warranted by the figures. In addition 
to the eight companies which were to be or- 
dered before the commission for hearings, 
which are expected to take up practically the 
entire month of May, the commission was said 
to be considering taking similar action against 
other electric companies. 

The schedule of hearings assigned by the 
commission was as follows: pe he 
Electric Lighting Company, May 5th; Attle- 
boro Steam and Electric Company, May 6th; 
Malden Electric Company, May llth; New 
Bedford Gas and Edison Light Company, May 
12th; Cambridge Electric Light Company, 
May 13th; Quincy Electric Light and Power 
Company, May 18th; Salem Electric Lighting 
Company, May 19th, and the United Electric 
Light Company of Springfield, May 25th. 


Seeks Control of Steam Rate 


Oo: its committee on power and 
light, the House last month by a vote 
of 66 to 57 substituted for an adverse rt 
a bill to a the rates for steam sold by 
public utility corporations under the super- 
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vision of the state department of public utili- 
ties. This action was taken after Representa- 
tive John J. Foley of Cambridge protested 
that the Cambridge Electric Light Company 
charged the city $15,000 for heating with 
steam for one year a city building, although 
the steam would have gone off up the exhaust 
pipe if the city had not purchased it. 
Representative Philip M. Markley of Spring- 


field supported the committee report and de- 
manded death of the bill, Representative Al- 
bert E. Morris of Everett, however, urged 
passage of the bill and explained that it would 
protect not only Cambridge but every city and 
town in the state, as well as every future pur- 
chaser of steam from the utility companies, by 
placing the rates under the supervision of the 
state department of public utilities, 


a 
Michigan 


Cooperatives Win 


oe co6peratives which seek Rural 
Electrification Administration projects 
may file articles of incorporation with the 
Michigan Corporation and Securities Com- 
mission, Attorney General Raymond W. Starr 
informed Carl A. Olson, head of the commis- 
sion, on April 8th. 

The ruling ended a 2-year fight of codpera- 
tives to avoid state public utilities commis- 
sion regulation. The previous utilities com- 
mission declined to certifiy that the codpera- 
tives were necessary, Starr said, and the pre- 
vious securities commission declined to ac- 
cept their articles of incorporation without 
utilities commission sanction. 

Paul H. Todd, chairman of the reorganized 
utilities commission, said the ruling would 
eliminate any chance that the commission in 
the future might block REA coéperatives. He 
said Michigan projects totaling $2,400,000 have 
been approved in Washington and “probably 
there will be more.” 


To Study Rates 


HE state public utilities commission on 

April lst announced plans to scrutinize 
1936 public utility earnings, to determine if 
present rates need revision, and to investigate 
natural gas resources in the state. 

Paul H. Todd, of Kalamazoo, new commis- 
sion chairman, and Howell Van Auken, of 
Detroit, new vice chairman, made the an- 
nouncement. Todd stated: 

“We intend to have a continued study of 
rates to see if they are fair. We have no 
plan now to revive the Michigan Bell, De- 
troit Edison, or Consumers Power rate cases, 
but we are open-minded. 

“The 1936 earning statements of utilities 
will be filed with us this month. Our engineer- 
ing department has been directed to study 
these statements carefully and see what bear- 
ing they have on rate structures. There will 
be a more extensive analysis of earnings, I 
imagine, than has been made in the past. 

“If earnings on the basis of fair value are 
considered exorbitant, we will go into the 
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rate structure of that particular company. 
they seem satisfactory, the company’s 
rates will be considered satisfactorily.” 
Todd said natural gas producers would soon 
give the commission their estimate of natural 
gas resources in the state—a subject of dis- 
pute for years. He said the commission would 
also like to work out a policy on withdrawls 
more satisfactory to the producers, The com- 
mission has received many complaints from 
well or gas land owners that withdrawals are 
not sufficient to give them a reasonable return. 


Vote Down Municipal Plant 


B* a vote of 2,074 to 964, the people of 
Owosso on April 5th voted down a $375,- 
000 bond issue for establishment of a munici- 
pal light and power plant. Walter Bennett, 
commissioner of public utilities, had led the 
campaign for the bond issue. 

Opposition was led by a coalition of work- 
ers and business people who took a stand 
against undertaking the burden of further 
municipal indebtedness on a proposal that, 
according to investigation by this body, of- 
fered no net benefits in matters of lower rates 
or improved service. On the contrary, it was 
pointed out that experience in comparable 
communities indicated a total debt exceeding 
a million dollars would be required for any- 
thing approaching adequate facilities and that 
necessary charges would prohibit rates below 
those in effect with present private utility 
service. The city is served by the Consumers 
Power Company. 


Rejects Bus Ownership 


y= of Grand Rapids early this month 
rejected a proposal for municipal owner- 
ship of bus lines. Only 7,239 votes were cast 


in favor of the proposal which required a 
three-fifths majority for adoption. A total of 
15,664 negative votes was cast. 

Mayor Tunis Johnson directed the campaign 
for municipal ownership which was opposed 
by the Grand Rapids Railroad Company, own- 
er of the present bus line. 


582 





THE MARCH OF EVENTS 


Minnesota 


Fee for Use of Streets 


HE St. Paul city council would be per- 
mitted to charge a fee for the use of city 
streets and alleys by the Tri-State Telephone 
& Telegraph Company under the terms of a 
bill introduced in the state legislature by Rep- 
resentative W. H. Kieffer. 
The bill was introduced recently at the sug- 
gestion of city officials. The company now 


¥ 


pays the state a 4 per cent gross earnings tax 
in lieu of all other taxes. Supporters of the 
measure believe the city should be compen- 
sated in some manner for the use of the streets 
and for fire and police protection which is 
given company property. 

The Northern States Power Company pays 
the city a 5 per cent gross earnings tax in 
addition to all real and personal property 
taxes. 


M iSsissipp1 


Approves REA Projects 


|B poe L. J. Folse of the state planning 
commission on April 8th said he had re- 
ceived approval from Washington of two 
more rural electrification projects in the state. 
He said he had received a wire from John M. 
Carmody, REA administrator at Washington, 
— that $87,000 had been allocated for an 
REA power line in Hancock and Pearl River 
counties, extending 87 miles, and $115,000 for 
a 121-mile line in Leake, Neshoba, and Scott 
counties. 


Favorable recommendations have been made 
to the REA in Washington, it was said, on 
three other lines: Yazoo and Warren counties, 
52 miles; Holmes county, 29 miles, and Tate 
and Panola counties, 76 miles. 

REA approval had previously been obtained 
for two lines, one of 71 miles through Coa- 
homa, Quitman, and Sunflower counties, and 
the other for 107 miles through Marshall, 
Pontotoc, Union, and Lafayette counties. Di- 
rector Folse said if the three latter projects 
are approved, seven of Mississippi’s nine pro- 
posed lines will have received favorable action. 


Nebraska 


Phone Rates Increased 


HE state railway commission last month 

granted the application of the Central Ne- 
braska Telephone Company to increase sub- 
scriber rates. At most of the company’s ex- 
changes, the new rates, effective May Ist, will 
be similar to those charged prior to the estab- 
lishment of an emergency rate two years ago. 


The commission said the company was op- 
erating at a deficit and that it would not make 
a profit even under the new tariff. The only 
increase denied by the commission was in the 
switching rate at Grant. The rate will remain 
at 50 cents. Exchanges operated by the Cen- 
tral Nebraska Telephone Company include: 
Grant, Imperial, Venango, Palisade, Maxwell, 
Brady, Sutherland, Keystone, and Wellfelt. 


New York 


Approves Rate Cuts 


HE state public service commission on 
April 10th announced that the Long Island 
Lighting Company had been authorized to put 
reduced rates into effect in part of the town 
of Hempstead in Nassau county, including 
Bellerose, Floral Park, Garden City, Hemp- 
stead, New Hyde Park, South Floral Park, 
Stewart Manor, East Williston, Mineola, and 
Williston Park. 
The gross reduction will be about $164,000 
a year, of which $110,000 will be for residen- 
tial lighting and $54,000 for general lighting. 
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There are 31,000 residential and commercial 
customers in the area. The bills of about 92 
per cent of the residential customers and 8 
per cent of the commercial customers will be 
reduced. The bills of the others will remain 
unchanged under the new rates, it was said. 

The new rate for residential service in the 
area to be known as Zone A is a minimum 
charge of $1 for the first 12 kilowatt hours 
or less; 44 cents per kilowatt hour for the 
next 58 kilowatt hours; 3 cents per kilowatt 
hour for the next 100 kilowatt hours, and 2 
cents per kilowatt hour for all use in excess 
of 200 kilowatt hours a month. 
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Proposes Utility Levy 


Cl Lehman, in a special message to 
the state legislature on April 12th, rec- 
ommended an additional relief appro riation 
of $24,000,000 to provide for unemployment 
relief during the next fiscal year. He proposed 
that the additional relief money be raised by 
imposing a 2 per cent tax on the gross re- 
ceipts of utility companies, not including rail- 
roads. 

The message was reported to have caused a 
sensation when it was read in the Senate 
and Assembly. In the Republican Assembly 
it was attacked by Irving M. Ives, Republican 
floor leader, who said that he would introduce 
a bill providing for the creation of a special 
commission composed of legislators and mem- 


bers appointed by Governor Lehman to 
close study to the state’s fiscal problems. 

der his proposal the legislature would ailjoers 
to give the pr apeere commission time to make 
its survey and be prepared to come back in 
extra session within two months. 

Citing the legislative authorization under 
which the city of New York has levied a 
sales tax and a 3 per cent tax on the gross re- 
ceipts of utility companies operating within 
the city, Governor Lehman recommended that 
when this authorization expires June 30th, the 
city be restricted through legislation to a one 
per cent levy on the utilities. He urged that 
this right to tax the gross receipts of utilities 
be extended to municipalities throughout the 
state to aid them in carrying the burden of 
unemployment relief. 


Ohio 


Plant Construction Halted 


Coa. of a $1,400,000 municipal 
plant at Sandusky was halted recently 
by the couft of appeals, which ruled the city 
had not proceeded as its charter provides in 
issuing the bonds. Voters approved a bond is- 


sue in 1933 for the plant; but plans, specifica- 
tions, and estimates were not prepared and 
placed on file as required by the city charter. 

The suit against construction of the plant 
was filed by the Ohio Public Service Com- 
pany, which now supplies power to the dis- 
trict. 


Oklahoma 


Votes Appeals Curb 


A= designed to prevent utilities from 
throwing rate case appeals into Federal 
court, preventing reductions ordered by the 
state corporation commission, passed the Sen- 
ate April 5th and was sent to the House. 

The measure revises the law regarding ap- 
peal of rate cases from the corporation com- 


mission, and provides a system of judicial re- 
view to come within provisions of the Federal 
Johnson Act. 

By setting up adequate system of review, 
it was said, the utilities will be prevented from 
transferring their cases into Federal courts. 
An appeal to the state supreme court would 
be final and would hasten decisions in rate 
cases. 


Pennsylvania 


Board Members Confirmed 


ey HE state Senate on April 6th confirmed 48 
to 1 Governor Earle’s five appointments 
to the newly created public utilities commis- 
sion. The five men succeeded the seven mem- 
bers of the 24-year-old public service commis- 
sion, who were “ripped” from office by leg- 
islative action. As in the past, the chairman 
will receive $10,500 and his associates $10,000 
annually. 
Commissioners and their terms of office are: 

Former Congressman Dennis J. Driscoll, 
chairman, ten years; Thomas C. Buchanan, 


APR. 29, 1937 


eight years; Richard J. Beamish, six years; 
United States Attorney Guy K. Bard, four 
years; Donald M. Livingston, two years. 


Power Plans Illegal 


——- of an electric generating plant 
to be operated as part of any municipal 
incinerator plant with bond funds floated for 
building incinerators was declared ill last 
month by Pittsburgh’s city solicitor, John J. 
Kennedy. 
Councilman George E. Evans had proposed 
looking into the advisability of including a 
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generating plant in incinerator plans, if the 
city ever decides to build such a plant with 
funds it borrowed for that purpose three years 


¥ 
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ago. The plant, he said, could generate 5,000 
kilowatts of energy, enough to supply the 
city’s water pumping stations. 


Tennessee 


Injunction Lifted 


HANCELLOR A. E. Mitchell on April 2nd 
C dissolved the restraining order which pre- 
vented the city of Knoxville from undertaking 
a municipal power program. The order read: 

“The demurrer of the city of Knoxville will 
be sustained and the original bill dismissed, 
and the restraining order issued on April 13, 
1936, dissolved.” 

Last May the chancellor, on plea of the 
Tennessee Public Service Company, enjoined 
the city from consummating certain contracts 
with the PWA and TVA in construction of a 
municipal electric system. Explaining the lapse 
of time, Chancellor Mitchell referred to the 
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recent decision of the state supreme court in 
the suit of the Memphis Power and Light 
Company against the city of Memphis, stating 
that “this court felt it was its duty in order 
to save a duplication of effort and unnecessary 
litigation costs to await the decision of the 
supreme court in said case.” 

Despite the chancellor’s decision, the way 
was not cleared for Knoxville to obtain TVA 
power. Two problems blocked action: (1) 
The Public Works Administration has been 
enjoined from lending money to finance such 
transactions, and (2) the TVA is under an 
injunction prohibiting further expansion of 
its electrification program until its constitu- 
tionality is determined. 


Texas 


Governor Gets Utility Bill 


roe the action of the House, the 
Senate on April 2nd adopted the con- 
ference report on Tennyson’s House bill, the 
first and probably the only utility regulatory 
legislation of the session. With a vote of 123 
to 6 in the House and 24 to 2 in the Senate, the 
bill would become law immediately follow- 
ing the governor’s signature. 

e new law will give incorporated towns 


* 


of less than 2,000 population control over 
utilities using their streets and alleys and 
would authorize the fixing of rates. Telephone 
companies are included. The old law applied 
only to electric power, light, water, and gas, 
and to towns of more than 3,000 

Another important change is fixing a maxi- 
mum return of 8 per cent a year on a fair 
valuation of the property. The old law allowed 
a minimum of 10 per cent on the cost of the 
plant, betterments, and equipment. 


Wisconsin 


Authorizes Rate Cut 


HE state public service commission author- 

ized a cut of $37,000 annually in electric 
rates of the Madison Gas and Electric Com- 
pany recently. The new rates agreed to by the 
company go into effect on meter readings 
made on and after May Ist. 

Any home user of electricity who uses at 
least 50 kilowatt hours a month or more will 
get a reduction of 13 cents a month in his 
bill. The reduction for home users amounts to 
$26,400 of the total $37,000 cut and results 
from a quarter-cent reduction on each of the 
first 50 kilowatt hours used monthly. 

Store, office, and other business establish- 
ment users of electricity will be saved $3,600 
a year, while factory and other users of elec- 
tricity for power purposes will save $7,000 
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Recently the commission ordered a $7,250 re- 
duction in the company’s gas rates for larger 
users to eliminate excess earnings above a fair 
return shown by the company’s 1936 report. 


Bus Bill Opposed 


Lo Gp nea bill, as drafted, to establish the 
city’s authority to operate a municipal 
bus system, encountered an unexpected op- 
ponent before the Assembly Municipalities 
Committee recently in Mayor Dan Hoan of 
Milwaukee. While favoring the principle of 
municipal operation, Hoan explained, he ob- 
jected to the section in the Schenk bill defining 
municipal bus transportation systems as public 
utilities. Unless the Bill is amended to eliminate 
that definition, he predicted that the League 
of Wisconsin Municipalities would oppose it. 
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Federal Commission Refuses to Decide Questions 
under State Law 


HE Securities and Exchange Com- 

mission, in approving acquisition of 
securities pursuant to § 10 of the Public 
Utility Holding Company Act of 1935, 
declined to rule on questions raised by 
minority stockholders who had instituted 
suit in state courts. Nor would the Fed- 
eral commission withhold approval pend- 
ing express authorization by the state 
commission. 

In reaching this conclusion the com- 
mission said that it was influenced in part 
by the fact that acquisition of the securi- 
ties would merely continue the existing 
situation to the extent of having a single 
company control certain subsidiary com- 
panies and by the fact that the state com- 
mission had not expressed any opposition 
to approval of the proposed acquisition. 

With respect to contentions that the 
proposed acquisitions were in contraven- 
tion of Massachusetts laws restricting 
acquisition of securities, it was said that 
the same contention was being urged in 


e 


equity proceedings pending in a Massa- 
chusetts court and in a pending com- 
plaint before the public utilities division 
of Massachusetts. The commission said: 


Under the circumstances, we are satisfied 
that §10(f) requires no further inquiry into 
the matter of compliance with Massachusetts 
laws, and that it would be inappropriate for 
us to attempt to anticipate the decision on 
such questions of state law, which are pre- 
sented in the pending equity proceedings of 
complainants in the superior court, Suffolk 
county, Massachusetts, and before the state 
commission. Nor do we consider it appro- 
priate to withhold our approval of said ac- 
quisitions pending the outcome of said state 
proceedings. Such action on our part would 
amount, in effect, to the granting of the 
temporary injunction in accordance with the 
prayer presented in complainants’ equity 
suit. We are of the opinion that we should 
leave to the state authorities the question of 
granting or withholding such relief, pending 
final determination of the contentions raised 
by complainants. 


Re Massachusetts Utilities Associates et 
al. (File Nos. 46-27 and 46-26). 


Present Facts Override Prophecy As to Prices 


DEFINITE rise in commodity prices, 
which is bound to be reflected in 
the appraisement of a public utility com- 
pany’s property, should be given effect 
by a court in fixing a fair valuation, it 
was held by a Federal circuit court of 
appeals in reversing a lower court decree 
dismissing a complaint by the Indian- 
apolis Water Company against rates fixed 
by the Indiana commission. 

The commission had established rates 
on December 30, 1932. The lower court, 
after making certain adjustments, found 
that the rate base was fair and reasonable 
as of the time of filing of a report by 


a special master in May, 1934, and as of 
the date of the court findings in Novem- 
ber, 1935, and that such value would con- 
tinue to be a fair and reasonable value of 
the company’s used and useful property 
for a reasonable time in the future. 

Complaint was made by the company 
that the court had failed to give any effect 
to the definite increase and upward trend 
of values from April 1, 1933, to the date 
of the final decree in November, 1935. 
District Judge Briggle, speaking for the 
appellate court, said: 


For one to say on April 1, 1933, what the 
trend of values was to be for the next en- 
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suing thirty-two months was prophecy, but 
on November 29, 1935, we had, at least for 
this period, definitely passed from the field 
of speculation to one of experience. Experi- 
ence had taught that for those thirty-two 
months there had been a constant and defi- 
nite trend upward in commodity values. 


The purpose to be achieved in a determina- 
tion of value is to give recognition to any 
increase or decrease in values at the time 
under consideration in order to reach a fair 
valuation not only for the moment but for 
the reasonably near future. A redetermina- 
tion of values and rates cannot be had at 
frequent intervals and consequently a deter- 
mination that gives full recognition to the 
immediate future years is to be sought. This 
will largely be prophecy unless facts are at 
hand that are more convincing than 
prophecy. We think in this instance facts 
were at hand that overrode the prophecy. 


The court also held that there had been 


erroneously excluded from the rate base 
certain lands along a creek acquired with 
the authority of the commission for the 
purpose of establishing a reservoir for 
future water needs. Advent of the de- 
pression had retarded the consumption 
of water and the project had been slowed 
down, but the evidence did not justify an 
assumption that the project had been 
abandoned. 

The court sustained a contention that 
although elements of value had been in- 
creased by the lower courts there had 
been a failure to reflect such increased 
values in the determination of undistrib- 
uted construction costs and going value 
which had been computed on a percentage 
basis. Indianapolis Water Co. v. McCart 
et al. 


Utility Rates When Property Is Claimed by State 


NEW angle of the Clark’s Ferry 
Bridge Company rate case was pre- 
sented when the Pennsylvania commis- 
sion instituted proceedings to compel 
compliance with a commission rate reduc- 
tion order which after litigation had been 
sustained by the United States Supreme 
Court. The company argued that since 
the commonwealth had instituted pro- 
ceedings to condemn and appropriate the 
property, had taken possession of the 
bridge in the name of the commonwealth, 
and had served notice that thereafter the 
tolls collected should be for the use and 
benefit of the commonwealth, the com- 
pany could not safely reduce tolls during 
the pendency of equity proceedings and 
that the commission during the pendency 
of such proceedings had no power to re- 
quire a reduction. 

The company contended that if it re- 
duced the tolls it would be in danger of 
surcharge in the amount of such reduc- 
tion if the commonwealth could ulti- 
mately be held to have taken possession of 
the bridge. The commission said it saw 
no merit in this contention since the com- 
pany was the owner of the bridge and 
continued in possession thereof under 
the protection of an injunction. It was 
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said to be of no moment in the present 
proceeding whether either the common- 
wealth or the company intended to press 
for an early completion of the equity pro- 
ceeding. The commission continued : 

Suffice it to say that this commission has a 
duty to protect the public and that duty is 
not discharged if a public service company 
in full possession of its property is permitted 
to continue the collection of excessive and 
unreasonable rates for the use of that prop- 
erty by the public. 

The revenue to which respondent is en- 
titled has been determined by this commis- 
sion, the courts of this commonwealth, and 
the Supreme Court of the United States. 
The commission pointed out that the 

attorney general of the commonwealth 
and the secretary of highways had agreed 
in writing that the commonwealth would 
make no attempt to surcharge the bridge 
company by reason of any rate reduction 
required by the commission. The com- 
mission did not perceive any validity in 
an argument that neither of these state 
officers could bind the commonwealth. 
It rejected as untenable the assumption 
“that compliance with an order of this 
commission made in accordance with the 
decrees of the courts of this common- 
wealth and the Supreme Court of the 
United States for the protection of the 
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traveling public of the commonwealth” 
could, in the face of specific disavowals, 
be made the basis of a suit to effect such 
surcharge. 

The commission in considering operat- 
ing expenses disallowed amounts payable 
for state corporate loans taxes with the 


e 


statement that it is established law that 
taxes assumed by a public utility for its 
creditors are not to be borne by the pa- 
trons of the public utility. Pennsylvania 
Public Service Commission v. Clark’s 
Ferry Bridge Co. (Complaint Docket 
No. 8219). 


Advance Approval of Routine Intercorporate 
and Other Activities Is Granted 


Pyne was asked of the West 
Virginia commission by the Appa- 
lachian Electric Power Company for con- 
sent in advance, or exemption from re- 
quirements of the state laws regulating 
operation of facilities jointly with other 
public utilities, purchase of small isolated 
electric generating plants and distri- 
bution systems and interconnection with 
the present system, acquisition of parcels 
of real estate and other property, ac- 
quisition of securities of subsidiaries, in- 
tercorporate loans, and _ transactions 
with a parent company. The commission 
granted such advance authority in the 
interest of economical operation subject 
to certain conditions. 

The commission stipulated that the 
consent in advance should not permit the 
acquisition or disposal of parcels of real 
estate, rights of way, and the like of a 
substantial nature or value without first 
obtaining consent and approval from the 
commission. Moreover, it was to be ex- 
pressly understood that the authority 
granted applied only to routine matters 
and transactions and not to major or 
unusual transactions. Such advance con- 
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sent was not to be construed as giving 
commission approval to any specific joint 
use of facilities, purchase price paid or 
received, or terms and conditions of any 
transactions involving the acquisition of 
securities, or lending of money, or bor- 
rowing of money, or terms and conditions 
of the arrangement with the parent com- 
pany when the same might arise in any 
other proceeding. 

The commission denied consent in ad- 
vance to purchase generating plants and 
distribution systems from public utilities 
in the state and to connect them with the 
applicant system, or to acquire stocks of 
such public utilities. 

The commission found that to require 
specific consent and approval in each in- 
stance where the transaction is small 
would cause the company unnecessary 
delay and unneeded expense and would 
require a large amount of the commis- 
sion’s time in conducting hearings, with- 
out any advantage or benefit to the public 
in the state, while, in granting consent 
and approval in advance, the public would 
not be inconvenienced. Re Appalachian 
Electric Power Co. (Case No. 2493). 


Only Attorneys Allowed to Practice before 
Missouri Commission 


HE supreme court of Missouri sus- 

tained the validity of a statute pro- 
hibiting persons other than licensed at- 
torneys to engage in the practice of law, 
where the practice of law was defined as 
including, among other things, the per- 
formance of any act in a representative 
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capacity in connection with proceedings 
pending before any commission consti- 
tuted by law. 

The majority of the court were of the 
opinion that the court itself, although 
having inherent power over attorneys 
practicing in the court, did not have such 
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mherent power to regulate the practice 
before a commission, such as the public 
service commission, which exercises dele- 
gated legislative power. The commission, 
it was pointed out, is a creature of the 
legislative department of the state exer- 


cising law-making powers, not judicial 
power in the constitutional sense. It 
owes its existence to that fact, for other- 
wise it would be an unconstitutional body 
usurping judicial power. Clark v. Austin, 
101 S.W. (2d) o7, 


& 


Court Sustains Order Denying Authority for 
Industrial Gas Service 


A order of the Pennsylvania commis- 

sion denying approval of the incor- 
poration and beginning of the exercise of 
charter powers by the Service Gas Com- 
pany, which proposed to operate under 
the auspices of Godfrey L. Cabot, Inc., 
a Massachusetts corporation, has been 
sustained by the Pennsylvania Superior 
Court. 

The Cabot company had, without au- 
thority from the state commission, made 
contracts for the sale of gas and other 
contracts, for the purchase of gas. The 
new corporation was to render such gas 
service primarily for industrial custom- 
ers, in territory served by existing util- 
ities. Neither the reasonableness of exist- 
ing rates nor the adequacy of existing 
service was in question, but the new com- 
pany proposed to cut rates for industrial 
gas service. 

The court pointed out that the power 
of the commission to regulate natural gas 
companies includes the power to prevent 
competition found to be inimical to the 


public interest. Moreover, the court 
would not reverse an administrative 
order of the commission which the com- 
mission is empowered and authorized to 
make unless found to be clearly unrea- 
sonable or not in conformity with the 
law. The court declared that it did not 
undertake to pass upon the expediency 
or wisdom of the order, if there was suff- 
cient competent evidence to justify the 
action of the commission. 

A contention that the commission had 
deprived the company of property with- 
out due process of law was said to be 
without merit. The proposed corporation 
had no property except the amount paid 
in as a required preliminary step to in- 
corporation, and “‘it cannot be said to have 
been deprived of property when it had 
none.” The Cabot company, it was re- 
marked, was not a party in the proceed- 
ing, and one who is not a party cannot 
complain. Incorporators of Service Gas 
Co. v. Public Service Commission of 
Pennsylvania. 


Refusal to Restore Service upon Payment of 
Charges Is Basis for Damage Claim 


PUBLIC utility corporation which 
through a period of years has fur- 
nished service to a customer cannot re- 
fuse to continue service without authority 
from the commission, and a customer 
who has received such service is not re- 
quired to obtain a commission order re- 
quiring its continuance in order to sue for 
damages for service refusal. Such is the 
holding of the supreme court of North 
Carolina in a case where service had been 
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denied to a customer using electricity. 

The utility had furnished service for a 
considerable length of time over a line 
connecting with a utility transmission 
line. The company had maintained this 
line. The customer became in arrears for 
service charges and service was discontin- 
ued. The customer paid the charges, but 
the company refused to restore service 
unless the customer repaired the distribu- 
tion line. On these facts the court held 
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that the customer had the right to sue 
for damages. Sweetheart Lake, Inc. et 


al. v. Carolina Power & Light Co. 189 
S. E. 785. 
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Motor Carrier Service Essential Notwithstanding 
Present Railroad Service 


Fagin was granted by the Utah 

commission for the operation of a 
motor carrier service between Salt Lake 
City and the Utah-Idaho state line over 
the protest of a railroad company oper- 
ating in the territory. The commission 
said that it was cognizant of its duty to 
protect existing systems of transportation 
from unwarranted and ruinous competi- 
tion. Nevertheless, said the commission: 


It is our belief, however, that the service 
proposed by applicant will not materially 
affect the operating revenues of The Utah 
Idaho Central Railroad Company, nor im- 
pair the service rendered by this line. We are 
of the opinion that since the advent of the 
motor truck, new avenues of trade have been 
opened up, and that applicant should be al- 
lowed to develop this new type of business. 
Competition, if it should arise, will not be 
of a vicious or ruinous nature, but a whole- 
some competition, beneficial to the shipping 
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public. We do not deem it our duty to pro- 
tect the protesting railroad line at the ex- 
owe of the common good, and it is our 

lief that the good to be gained by the 
granting of this application will outweigh 
any adverse effects that may befall the pro- 
testing railroad company, the Utah Idaho 
Central. The commission considers that the 
proposed service is not, nor will not be, a 
duplication of service. We believe that com- 
mon carrier service by rail rendered by both 
electric and steam lines traversing the terri- 
tory affected is vitally essential to the best 
interests of the people living in Cache valley. 
We cannot, however, lose sight of the fact 
that common carrier service by motor 
vehicle is also essential for continued prog- 
ress of this section of Utah in that it will 
offer a faster and more pliable transporta- 
tion service to many shippers located in the 
territory. 


Re Fuller-Toponce Truck Co. (Case No. 
1839). 


Other Important Rulings 


yy HE District of Columbia commission 
ordered the reduction of a charge 
for changes in the type or style of station 
equipment from $1.50 to $1. Re Chesa- 
peake and Potomac Telephone Co. 
(P.U.C. No. 1812/19, Order No. 1580). 


The supreme court of Colorado held 
that the state university was within its 
legal rights in operating four motor 
busses on sight-seeing tours, where the 
regents of the university asserted that 
the operation was merely incidental to 
the general educational program of the 
university. The governing body of the 
university had determined the propriety 
of the operation in connection with a 
summer school, and this position had 


been concurred in by the National Park 
Service and the public utilities com- 
mission, which said that it had no juris- 
diction. The court refused to disturb 
such findings. Burnside et al. v. Regents 
of University of Colorado, 64 P. (2d) 
1271. 


The New Jersey board held that it had 
no jurisdiction to order a refund because 
of an alleged excess fare paid for a 100- 
trip ticket when, according to the ticket 
purchaser, a combination of trip tickets 
at a lower cost would have served his 
purposes. It was testified that the vari- 
ous prices and classes of tickets available 
had been publicized. Rudensey v. Penn- 
sylvania Railroad Co. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, will 
be published in full or abstracted in Public Utilities Reports. 
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RE UNION ELECTRIC LIGHT & POWER CO. 


MISSOURI PUBLIC SERVICE COMMISSION 


Re Union Electric Light & Power 
Company 


[Case No. 5905.] 


Public Service Commission of Missouri 


Union Electric Light & Power Company 


et al. 


[Case No. 7593.] 


Valuation, § 114 — Stock selling expense. 
1. The cost incurred in selling preferred stock should not be included in 
original cost of used and useful property as an organization expense, but 
such expense should be considered when fixing the return, p. 348. 


Valuation, § 168 — Charges to original cost — Expenses during work suspension 
— Financial inability. 

2. Watchmen’s salaries and other incidental charges when work is suspend- 
ed on construction because of lack of funds, although they might be con- 
sidered an extraordinary operating expense, should be excluded from orig- 
inal cost, p. 349. 

Valuation, § 168 — Charges to original cost — Preliminary survey. 
3. An expenditure for an engineering survey to determine the feasibility 
and advisability of rehabilitating a power plant should be eliminated from 
original cost and should be carried in a miscellaneous suspense account until 
construction begins and at that time transferred to fixed capital, while, if 
the project should be abandoned, the expenditure would not be charged 
to the investment in the plant, p. 349. 

Valuation, § 193 — Surplus construction equipment — Supplies left over. 
4. Salvage value of surplus construction equipment and miscellaneous sup- 
plies remaining from the construction of a generating plant should not be 
included in the rate base, since it is not equipment used and useful in 
public service, but the carrying charges on the salvage may be deducted 
from the sale price; such salvage is properly excluded from original cost 
and reproduction cost, p. 350. 


Valuation, § 324 — Charges to original cost — Cost incident to obtaining contract. 


5. The amount paid by an electric utility to cover a deficiency on the sale 
of securities below a price guaranteed by the utility, in connection with the 
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acquisition of a contract to supply electric power to an industrial company, 
is not properly includible as a part of the cost of constructing and develop- 
ing an electric plant although the contract resulted in the utility avoiding 
delay in obtaining contracts for the output, p. 351. 


Expenses, § 19 — Cost of obtaining contract — Amortization. 
6. The amount paid by an electric utility to cover a deficiency on the sale 
of securities below a price guaranteed by the utility, in connection with 
the acquisition of a contract to supply electric power to an industrial com- 
pany, should be considered as a part of the cost of obtaining the contract 
to be amortized over the life of the contract as a charge against operating 
expenses, p. 351. 


Valuation, § 193 — Deduction for property not used. 
7. Actual cost of property excluded as nonused, when determinable, is 
preferable to overall percentages obtained from engineers’ appraisals, in 
determining original cost of utility property, p. 352. 


Valuation, § 124 — Organization expenses — Allocation to used and unused 
property. 
8. An estimate of original cost of utility property should be adjusted by 
excluding organization expenses properly assignable to property which is 
not part of the rate base when, in determining the amounts to be included 
for preliminary organization, the percentage is applied only to the property 
used and useful in public service, p. 352. 


Valuation, § 145 — Promotion, organization, and consolidation costs — Separate 
allowance. 


9. Cost of promotion, organization, and consolidation has the same relation 
to original cost that going concern value has to reproduction cost; it repre- 
sents the cost of bringing the company to its present status, but it is unnec- 
essary to set out separately the amount which should be included for such 
costs, although in considering original cost in the determination of fair 
value such costs are considered, p. 353. 


Valuation, § 246 — Property excluded — Pole yard — Rented property. 
10. A pole yard should be excluded from the rate base when it is leased 
by the company and the rentals paid are capitalized as part of the cost of 
poles stored at the yard; to include the leased yard would be a duplication 
since the original cost, reproduction cost, and cost of additions and better- 
ments include rentals as a capital expenditure, p. 355. 


Valuation, § 168 — Charges to original cost — Land — Damage to highways. 
11. An amount expended during acquisition of land for damages to high- 
ways, bridges, and the like was included as part of the cost of hydroelectric 
project lands, p. 355. 


Valuation, § 75 — Reproduction cost — Ascertainment — Prices and labor rates. 
12. Reproduction cost is an estimate within the limits of reasonable prac- 
ticability of the cost to reproduce property under consideration, inventoried 
as of a certain date, with prices of materials and labor rates which may 
reasonably be assumed to prevail on or about the date of inventory, giving 
consideration not only to the problems actually encountered in the original 
construction, but also giving effect to the improvements in the art of con- 
struction and to the performances that could be obtained on a wholesale 
scale under the conditions existing on the date of inventory, p. 357. 
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Valuation, § 80 — Reproduction cost — Labor cost — Union and nonunion. 
13. An assumption, in determining reproduction cost, that union labor rates 
would have to be paid on part of the construction and nonunion rates on 
another part is reasonable when the utility company has in the past con- 
structed parts of its property with union labor and parts with nonunion 
labor, the construction going on simultaneously, p. 357. 


Valuation, § 132 — Omissions and contingencies. 
14. An estimate of reproduction cost of structures without any allowance 
for omissions and contingencies should be accepted when allowances for 
all omissions and contingencies are made in the unit costs and these unit 
costs are constantly checked against actual construction costs, p. 358. 


Valuation, § 133 — Overheads — Contractor's profit. 


15. An allowance of 10 per cent for contractor’s profit was made in an 
estimate of reproduction cost of electric utility structures, p. 359. 


Valuation, § 153 — Overheads — Construction performance bond. 
16. An allowance of 1.5 per cent was made for construction performance 
bond in an estimate of reproduction cost of structures, p. 359. 


Valuation, § 168 — Cost of transformer testing. 
17. Allowance is properly made for the cost of testing new transformers, 
in a reproduction cost estimate, when it is a regular practice of the utility 
to test such transformers, p. 360. 


Valuation, § 132 — Labor and material overheads — Omissions and contingencies. 
18. Only 2 per cent for omissions and contingencies was allowed, in esti- 


mating direct labor and material overheads in a reproduction cost estimate, 
where every construction difficulty originally encountered was noted in 
the inventory and priced, and the inventory was taken in detail and as 
accurately as was humanly possible, p. 360. 


Valuation, § 132 — Omissions and contingencies — Evidence — Comparisons. 
19. Comparisons of allowances for omissions and contingencies made by 
the Commission on other properties have no probative value where there 
is nothing in the record to show how the unit costs on the other properties 
were compiled or whether the inventory of the other properties included 
known difficulties of construction, which are ordinarily considered by a 
contractor or an estimator in the classification of contingencies or unknown 


difficulties, p. 360. 


Valuation, § 49 — Original cost — Reproduction cost on basis of index numbers 
— Recent construction. 

20. Original cost of a hydroelectric project and of transmission lines con- 
structed within three years of the date of investigation should be given 
greater consideration than a theoretical reproduction cost based on index 
numbers, when the index numbers were developed by means of a compari- 
son of quoted prices and actual prices paid at the time of construction; 
to relate quoted price at one date to the actual price at another date results 
in almost every case in the index number being too high, p. 363. 


Valuation, § 208 — Property excluded — Unused generating plant. 
21. A generating plant which has been shut down since the completion of 
transmission circuits connecting a hydroelectric plant should be excluded 
from the rate base as not used or necessarily useful in serving consumers 
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although the company advises the Commission that the plant may be put 
into use in the immediate future, since such use would be brought about 
by an increase in load which would result in an increase in operating reve- 
nues, the Commission being uncertain as to whether additional capacity 
would be installed at another plant instead of placing the plant in use, p. 
364. 


Valuation, § 229 — Property used or useful — Employees’ welfare and recrea- 
tional facilities. 
22. Property used for recreational and welfare activities of employees may 
be included in the rate base so long as the rates are low and the expendi- 
tures of the company for such facilities are reasonable, p. 366. 


Valuation, § 226 — Aeroplane and airport facilities. 
23. Only that part of aeroplane and airport facilities of a public utility 
company used and useful for line patrol should be included in the rate 
base when other uses of the aeroplane are for personnel transportation 
and for miscellaneous use and no information is submitted as to the pur- 
pose of the personnel transportation use, p. 368. 


Valuation, § 215 — Land or buildings not used. 
24. Land or buildings not used at the time of investigation and which may 
not become useful within a reasonable period should be excluded from 
the rate base, p. 368. 


Valuation, § 193 — Property not used or useful. 
25. Coal-handling equipment of an electric utility which has been used very 
little in past years and is in poor condition, not used for handling coal 
although used for hoisting transformers and dredging a circulating water 
intake, should be excluded from the rate base when the company has other 
crane equipment available and has also rented dredging equipment instead 
of using the coal tower facilities, p. 370. 


Valuation, § 234 — Property not used for general service. 
26. A circulating water system of an electric utility, used exclusively to 
serve an industrial company, paid for by that company, and maintained 
and operated at the expense of that company, should not be included in 
the rate base, since it is not used to serve consumers generally and is of 
a special nature entirely foreign to utility operations, p. 370. 


Valuation, § 144 — Overheads — Preliminary and organization expense. 
27. An allowance of 1 per cent was made for preliminary and organization 
expenses in the case of one company; and in the case of another company 
an allowance of 1 per cent was made for preliminary, organization, and 
legal expenses, p. 372. 


Valuation, § 142 — Overheads — Legal expenses. 
28. An allowance of .5 per cent was made for legal expenses, p. 372. 


Valuation, § 129 — Overheads — Administrative expenses. 
29. An overhead allowance of 1 per cent was made for administrative 
expenses, p. 372. 

Valuation, § 124 — Overheads — Basis. 


30. Percentage allowances for preliminary, organization, legal, and ad- 
ministrative expenses should be applied to structural items only, exclusive 
of general equipment but including communication equipment, p. 372. 
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Valuation, § 134 — Overheads — Engineering and superintendence. 


31. The proper allowance for engineering and superintendence should be 
measured by the yardstick of reason and is not susceptible to mathematical 
computation, p. 372. 


Valuation, § 135 — Overheads — Engineering and superintendence. 


32. An allowance of 5 per cent was made for engineering and superin- 
tendence, p. 372. 


Valuation, § 140 — Interest during construction. 
33. An allowance for interest during construction was based on a 6 per 
cent rate of interest and a 3-year construction period in determining re- 
production cost of an electric utility, p. 373. 


Valuation, § 125 — Overheads — Land as basis — Interest during construction. 
34. Interest during construction based on the fair market value of land 
should be included in the cost to reproduce property; this does not add 
to the value of the land but is an expense which must be borne by the 
investor while the structures and equipment are being erected on the land, 
®. Sa. 

Valuation, § 93 — Accrued depreciation — Overheads. 

35. All overheads should be depreciated with the exception of preliminary, 
organization, and legal expenses, p. 377. 
Valuation, § 22 — Rate base — Price trends. 


36. The trend in costs of material from the date of appraisal to the various 
dates of Commission findings was taken into consideration in determining 


present fair value, p. 377. 


Valuation, § 300 — Materials and supplies — Scrap copper and lead. 
37. Scrap copper and lead, not used in rendering public service, but held 
for sale when the market is more favorable, should not be included in the 
rate base, p. 379. 

Valuation, § 299.1 — Werking capital — Time of tax payments as factor. 
38. No allowance should be made in working capital for corporation fran- 
chise tax, even though franchise tax for the calendar year is paid on June 
Ist of that year, where a new corporation would pay no franchise during 
the first year of its existence and, therefore, after the first year the com- 
pany would collect from its consumers as revenues all taxes that it would 
have to pay, p. 381. 


Valuation, § 296 — Working capital — Relation to expenses — Averages. 

39. Average monthly operating expenses for one year rather than for 
the peak month of the heating season should be used as a basis for esti- 
mating working capital of a heating utility, p. 382. 

Valuation, § 290 — Working capital — Buffer fund — Bank balance as measure. 
40. The amount to be provided in cash working capital over and above 
ordinary operating requirements for use in emergencies and to establish 
the company’s credit and permit it to take advantage of quantity purchases 
and special discounts is an estimate based on sound judgment and is not 
based on average bank balances, p. 382. 


Valuation, § 332 — Going value — Separate allowance. 
41. No separate allowance need be made for going value even though a 
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utility company is making money at low rates and rendering excellent sery- 
ice, but, in arriving at fair value, the Commission will consider this in- 
tangible and include a reasonable allowance justified by the evidence, p. 
383. 

Depreciation, § 51 — Electric utility. ; 
42. An electric utility company was permitted to set aside a specified 
amount plus 3 per cent of additions and betterments for annual depreciation, 
p. 385. 

Depreciation, § 60 — Heating department. 

43. The steam heating department of a public utility was permitted to set 
aside a specified amount plus 2 per cent of additions and betterments for 
annual depreciation, p. 385. 


Depreciation, § 32 — Sinking-fund method. 
44. The sinking-fund method is the proper one to use in determining annual 
depreciation requirements when fair value is determined by giving major 
consideration to the original cost of the property and no deduction is made 
for accrued depreciation, p. 386. 


Apportionment, § 51 — Values. 
45. Allocations, being based on usage, change with usage, and percentages 
determined at any given time may not hold when tested at another time; 
therefore refinements in the percentages of allocations used are unnecessary 
and sound judgment based on the studies available should dictate the proper 
percentages to be used, p. 387. 


Revenues, § 5 — Rentals — Property not in public service. 
46. Rentals from property excluded from the rate base as not used in public 
service should not be included in operating revenues, p. 388. 


Expenses, § 48 — Dues. 
47. Dues and membership expense in various organizations should be elim- 
inated from the operating expenses of a public utility company, since main- 
tenance of such membership benefits stockholders more than consumers, 
p. 388. 


Expenses, § 88 — Public ownership advertising. 
48. Expenditures by a public utility company for advertising which deals 
with the question of the public ownership of utilities should not be allowed 
as an operating expense, when there is no proof of any disadvantage to 
the consumers if the utility serving those consumers is publicly owned 
rather than privately owned, since the purpose of the advertising is pri- 
marily to protect the investors, p. 388. 


Expenses, § 118 — Uncollectible accounts — Basis for estimates. 


49. An average rather than the experience of one year should be used in 
arriving at the amount to be set aside for uncollectible accounts, p. 389. 


Expenses, § 80 — Allocation to merchandising department. 
50. A portion of general office expenses is properly apportioned to mer- 
chandising department when the company maintains a merchandising de- 
partment even though these expenses would have been incurred if no 
merchandising activities were carried on by the company, p. 389. 
Return, § 1 — Necessity of determining. 
51. No motive exists for determination of the lawful or reasonable rate 
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of return of a public utility company when, in view of rate reductions 
during the proceeding, the fact is indicated conclusively that the company 
is not earning an excessive return, while the company does not request 
any upward adjustment in rates and the city involved expresses entire satis- 
faction with the existing schedules, p. 391. 


(ANDERSON and FeErcuson, Commissioners, dissent.) 
[February 20, 1937.] 


ghee ses of electric rates; order establishing fair value 
of properties and proper annual depreciation allowance 
entered. 


By the CoMMIssION: 


I 
History of the Proceeding 


In April, 1928, at the invitation of 
the Commission, representatives of 
the Union Electric Light and Power 
Company, the city of St. Louis, and 
the Commission held a number of 
conferences with the view of obtain- 


ing a reduction in the electric rates in 
St. Louis without the necessity of 


formal proceedings. As a result of 
these conferences, the company, by its 
vice president, Mr. F. J. Boehm, wrote 
to the Commission on May 7, 1928, 
proposing to reduce electric rates on 
its system to the extent of $706,467.- 
17. The consumers affected were as 
follows: [Table omitted. ] 

The reduction became effective on 
June 1, 1928. 

Counsel for the city of St. Louis 
contended, however, that the com- 
pany’s annual report for the year 
1927 indicated that an additional re- 
duction of at least $700,000 per year 
should have been made. According- 
ly, the city counselor filed a request 
on June 4, 1928, that the Commis- 
sion order an investigation and audit 
of the company’s records and direct 
the company to show cause why a 
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further reduction should not be made. 
The Commission treated the city’s re- 
quest as a complaint, docketing the 
proceeding as Case No. 5905, and di- 
rected the company to satisfy or an- 
swer. The company filed its answer 
on June 13, 1928, stating that accord- 
ing to its calculations it was earning 
less than a fair return on the basis of 
any reasonable valuation available, 
and asked that the case be dismissed. 
The complaint was then set down 
for hearing before the Commission, 
and was heard before two of its mem- 
bers on July 6, 1928. At the hearing 
the city counselor of St. Louis re- 
newed his request and refiled the com- 
plaint, properly signed by the mayor 
of the city of St. Louis. Subsequent- 
ly, the Commission issued its order 
on July 13, 1928, directing its ac- 
countants to audit the books of the 
Union Electric Light and Power 
Company. The Commission account- 
ants began the audit of the property 
on August 19, 1928, and completed 
and filed their report on September 
12, 1930, dealing with the company’s 
operations and investment costs to 
and including June 30, 1929. While 
the audit was in progress, a reduction 
of $16,560, effective November 30, 
1929, was made, affecting customers 
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of the Union Electric Light and 
Power Company and its affiliate, the 
St. Charles Electric Light and Power 
Company. 

Hearings were held during October 
and December, 1930, and January, 
February, and March, 1931, at which 
time the Commission accountants pre- 
sented the audit showing the com- 
pany’s investment in property and the 
revenues, expenses, and related oper- 
ating statistics. Exhibits purporting 
to show the cost of reproduction, 
based on price indices, and estimates 
of accrued depreciation were also in- 
troduced. 


On October 22, 1930, at the begin- 
ning of the hearings, the company 
filed a supplemental answer, stating 
that the audit made by the Commis- 
sion accountants was erroneous in 
many respects; that the company was 


not earning a reasonable return at 
the date of audit, nor did conditions 
indicate that the company would be 
earning a reasonable return on the 
fair value of its property within the 
three years following the period of 
the audit; that a determination of the 
fair value necessitates consideration 
of the reproduction cost of the prop- 
erty; that “in the event this proceed- 
ing is not dismissed the company de- 
mands that such reproduction cost be 
ascertained and considered by the 
Commission,” and that upon a con- 
sideration of the audit alone, the pro- 
ceeding should be dismissed. The 
hearings were concluded on March 
26, 1931. On March 27, 1931, the 
company filed a new schedule of rates, 
effective April 27, 1931, resulting in 
a rate reduction of approximately 
$375,000. 

The Commission did not render any 
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decision in Case No. 5905. However, 
on May 8, 1931, the Commission, on 
its Own motion, issued its order in 
Case No. 7593, directing its engineer- 
ing department to make an inventory 
and appraisal of the properties of the 
Union Electric Light and Power 
Company and its affiliates, the Cup- 
ples Station Light, Heat and Power 
Company and St. Charles Electric 
Light and Power Company, and its 
accounting department to bring the 
previous audit to a date comparable 
with the date of appraisal. On Au- 
gust 20, 1935, the Commission issued 
its order consolidating Case No. 5905 
with Case No. 7593. 

The engineering department began 
the inventory of the properties in 
June, 1931. Completed appraisal re- 
ports, with inventory date at June 30, 
1934, were filed on March 26, 1936. 
The accountants began the audit in 
January, 1934, and filed their reports 
on April 2 and May 13, 1936. The 
reports bring the audit of the com- 
panies’ accounts to April 30, 1935. 

While the appraisals and audits 
were in progress, the Union Electric 
Light and Power Company filed revi- 
sions of rates resulting in rate reduc- 
tions approximating $1,785,060, the 
effective dates and the estimated 
amounts of the reductions being as 
follows: [Table omitted. ] 


The Commission set the cases for 
hearing on April 2, 1936. On March 
20, 1936, the Union Electric Light 
and Power Company and the city of 
St. Louis filed a joint motion request- 
ing the Commission to continue the 
hearing for a period of ninety days. 
After a conference, the Commission 
postponed the hearings to June 15, 
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1936, with the understanding that all 
witnesses who were to testify would 
reduce their direct testimony to writ- 
ing and file this testimony on or be- 
fore June 1, 1936, in order to expe- 
dite the hearings and shorten the 
proceedings. 

On May 16, 1936, the companies 
jointly filed a motion requesting the 
Commission to dismiss the proceed- 
ing. Counsel for the city of St. Louis 
opposed the dismissal. Oral argu- 
ment on the motion was held on June 
4, 1936. On June 10, 1936, the Com- 
mission overruled the motion to dis- 
miss. Submission of the evidence 
was begun on June 15, 1936, and con- 
cluded on June 26, 1936. Briefs and 
reply briefs have been filed in behalf 
of the companies and the city of St. 
Louis, and the cases are now before 
us for determination. 


II 
Description of the Property 


The Union Electric Light and Pow- 
er Company, hereinafter referred to 
as “Union Company,” is a Missouri 
public utility corporation, with prin- 
cipal offices at 315 North Twelfth 
boulevard in the city of St. Louis, 
and owns, operates, and maintains 
properties for the distribution and 
sale of electricity in the city of St. 
Louis and in various communities in 
St. Louis county, Franklin county, St. 
Charles county, Jefferson county, and 
St. Francois county, and for the dis- 
tribution and sale of steam in the 
down-town district of the city of St. 
Louis. Electricity is distributed in 
71 incorporated communities and ru- 
ral areas outside of the corporate lim- 
its, to approximately 280,000 custom- 
ers. Steam for heating and manufac- 
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turing purposes is sold to 313 custom- 
ers in the down-town area of St. 
Louis. 


[Description of various 
omitted. ] 

The following table shows, in terms 
of kilowatt hours and percentages, the 
sources of the power supply of the 
Union Company during the year end- 
ed April 30, 1935: [Table omitted. ] 

The Rivermines Steam Power Plant 
and the Venice Steam Power Plant did 
not generate any electricity for use out- 
side of the plants during the year end- 
ed April 30, 1935. 

The Cupples Station Light, Heat 
and Power Company, hereinafter re- 
ferred to as “Cupples Company,” is 
a wholly owned subsidiary of the 
Union Company, and operates part of 
the distribution system in the down- 
town districts of St. Louis, rendering 
electric service to four large customers, 
steam heating service to thirteen cus- 
tomers, and incidental hydraulic eleva- 
tor service. The properties of the 
Cupples Company consist of the fol- 
lowing: A steam power plant located 
in the vicinity of Seventh and Poplar 
streets in the city of St. Louis, a part 
of this plant being owned by Wash- 
ington University, which part is 
leased to the Cupples Company under 
a 29-year lease dated January 27, 
1912; a plant located in the Kingston 
building on St. Charles street in the 
city of St. Louis; an electrical dis- 
tribution and transmission system 
located in the down-town section of 
St. Louis; and a steam heating dis- 
tribution system located in the down- 
town section of St. Louis, partly 
owned by Washington University, 
which part is also leased to the Cup- 
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ples Company under the same terms 
referred to above. The Union Com- 
pany sells electricity to the Cupples 
Company, and leases from the Cup- 
ples Company its electrical distribution 
system. 

The St. Charles Electric Light and 
Power Company, hereinafter referred 
to as the “St. Charles Company,” is a 
wholly owned subsidiary of the Union 
Company, and distributes electricity 
in St. Charles, Missouri, to 755 cus- 
tomers. Electricity is sold to the St. 
Charles Company by the Union Com- 
pany, and the St. Charles Company 
uses part of the distribution system in 
St. Charles belonging to the Union 
Company. The Union Company uses a 
substation in St. Charles belonging to 
the St. Charles Company. The prop- 
erties of the two companies are inter- 
mingled and used jointly, and, for the 
purposes of this case, the property, 
revenues, and expenses of the St. 
Charles Company may be combined 
with those of the Union Company. 


III 
Corporate History 


The Union Company was incor- 
porated on November 21, 1922, under 
the laws of the state of Missouri as 
the Missouri Electric Light and Pow- 
er Company, and its name was 
changed to the present title on Decem- 
ber 18, 1922. This is the fourth 
Missouri company carrying the name 
of Union Electric Light and Power 
Company. There were approximately 
forty-five companies underlying the 
present Union Company. The prede- 
cessor companies had acquired the 
properties through construction, pur- 
chase, merger, or consolidation. 

The outstanding securities of the 
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Union Company on April 30, 1935, 
were as follows: 


Capital Stock: 
Common stock (no par value) 
550,760 shares issued @ $20 
per share—1922 
99,240 shares issued @ $20 
per share—1922 
325,000 shares issued @ $20 
per share—1925 
420,000 shares issued @ $25 
per share—1928 
900,000 shares issued @ $25 
per share—1930-31 


$11,015,200 
1,984,800 
6,500,000 
10,500,000 
22,500,000 
"$52,500,000 


Preferred stock (par value) 
7% cumulative $9,000,000 
6% cumulative 4,000,000 


$13,000,000 


Total stocks $65,500,000 


Funded Debt—(par value) 

Gen. Mtg. 5% gold bonds— 
maturing 12/1/54 

Gen. Mtg. 5% gold bonds— 
maturing 8/1/67 

Gen. Mtg. 5% gold bonds— 
maturing 4/1/57 

Gen. Mtg. 4.5% gold bonds— 
maturing 5/1/57 


$4,937,000 
25,000,000 
22,500,000 
11,250,000 
$63,687,000 


Total securities outstand- 

i $129,187,000 
The Union Company controls 
twenty-two corporations, engaged in 
public utility and other business, 
through ownership of all common 
stock except in the case of the Mis- 
sissippi River Power Company, which 
is controlled by the Union Company 
through ownership of approximately 
99.0 per cent of the common stock. 
The companies controlled are as fol- 

lows: [List of companies omitted. ] 
The Cupples Company was organ- 
ized under the laws of the state of 
Missouri on November 21, 1896, for 
a period of fifty years, and has out- 
standing securities of $1,000,000 par 
value of capital stock, all owned by 
the Union Company. The St. Charles 
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Company was incorporated October 
25, 1901, under the laws of the state 
of Missouri for a period of fifty years, 
and has outstanding securities of $50,- 
000 par value capital stock, all owned 
by the Union Company. 


ed its estimates of original cost to 
December 31, 1935. The estimates 
of the Commission accountants and 
companies’ accountants of the original 
cost of the property are shown in the 
following statement: 


Estimated Original Cost—Used and Useful Physical Property 


Union Electric Light & Power Co. 
Electric property 
City of St. Louis 
Outlying districts 


Total electric property 
Steam heating property 


Total Union Company property .... 


Cupples Station Light, Heat & Power Co. 
Located physical property 
Allocated physical property 


St. Charles Electric Light & Power Co. 
Located physical property 
Allocated physical property 


Original Cost Estimate 


Estimates of the original cost of the 
properties at April 30, 1935, were 
made by the Commission accountants, 
and are contained in Exhibits A-l, 
A-2, A-2a, A-3, and A-4, and by the 
accountants for the companies, and 
submitted in Exhibits A and Y. The 
city did not make any studies to de- 
termine the estimated original cost of 
the properties, but accepted the esti- 
mates made by the Commission ac- 
countants. The city, in its exhibit, 
concerned itself primarily with the 
property used and useful in serving 
consumers within the city limits of 
St. Louis. The company also extend- 
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At April 30, 1935 
Commission Companies’ 
Accountants Accountants 
Ex. 2A,3&4 Ex. A 


At Dec. 31, 1935 
Companies’ 
Accountants 

Ex. A 


$70,263,130.61 
29,201,007.77 


$73,316,508.00 
30,546,982.11 


$74,032,776.80 
30,973,849.98 





$99,464,138.38 
3,376,384.23 


$103,863,490.11 
3,355,938.86 


$105,006,626.78 
3,357,156.50 





$102,840,522.61 


$107,219,428.97 $108,363,783.28 


$506,952.78 
13,712.85 


$506,952.78 
13,877.85 


$503,844.45 
13,861.58 





$520,665.63 $520,830.63 $517,706.03 


$33,169.88 
2,555.07 


$33,169.88 
2,611.56 


$33,112.67 
2,608.49 





$35,724.95 $35,781.44 $35,721.16 





$103,396,913.19 


$107,776,041.04 $108,917,210.47 


Included in the above totals is land 
estimated by the companies’ ac- 
countants to have an original cost of 
$12,243,740.70 at April 30, 1935, and 
$12,245,878.47 at December 31, 1935. 
The Commission accountants do not 
detail land separately. The compara- 
ble figure in the Commission ac- 
countants’ audit would be $117,288.72 
less than the above, representing land 
excluded by the Commission ac- 
countants but included by the com- 
panies’ accountants. 

The estimate made by the companies 
of the original cost of used and useful 
physical properties at April 30, 1935, 
exceeds the estimate made by the Com- 
mission accountants by $4,379,127.85, 
of which $4,378,906.36 is in the Union 
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Company’s property, $165 in the Cup- 
ples Company’s property, and $56.49 
in the property of the St. Charles Com- 
pany. We are herewith setting out 
the detail of the differences, and will 
discuss the various items separately. 


1. Preferred stock selling expense, 
$408,034.74. 

[1] The Commission accountants, 
in the audit of the Union Company’s 
books submitted in 1930 in Case No. 
5905 covering the period to and in- 
cluding June 30, 1929, eliminated the 
sum of $408,034.74 representing the 
cost incurred in selling preferred stock 
during the years 1918 to 1926, inclu- 
sive. In the audit submitted at the re- 
cent hearing (Commission Account- 
ants’ Exhibit 1), our accountants con- 
sidered this elimination proper, and did 
not reinstate the item. The Union 
Company carries this amount as fixed 
capital in the property and plant ac- 
count as an organization cost. The 
company contends that this elimina- 
tion is erroneous; that the amount is 
allowable in accordance with the 
classifications of accounts in force at 
the time of the 1930 and the recent 
audit, and, therefore, should be rein- 
stated as part of the original cost of 
used and useful property. The Union 
Company quotes from the 1932 classi- 
fication of accounts of this Commis- 
sion, page 46, to justify its position 
that the amount involved is properly 
chargeable to organization and includi- 
ble in fixed capital accounts. The 
quotation, however, omits the first 
sentence of the paragraph under Ac- 
count 301—Organization, which reads 
as follows: “This account shall in- 
clude all fees paid to governments for 
the privilege of incorporation, and all 
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office and other expenditures incident 
to organizing the corporation or other 
enterprise and putting it in readiness 
to do business.”’ (Italics ours.) 

Our accountants offered no evidence 
or opinion in the recent hearing to jus- 
tify the exclusion of the above item, 
resting on the testimony offered in 
the 1930 hearing. At that time Mr. 
Ross, then chief accountant of the 
Commission, stated, “I do not think 
that they (preferred stock selling ex- 
penses) are proper items to be includ- 
ed in a rate base any more than debt 
discounts and expense. I consider 
them exactly similar, with only one 
difference, and that is, the debt has a 
maturity date and the preferred stock 
has not.” (Trans., Jan. 20, 1931, p. 
1665; Parenthetical words ours.) 
Mr. Ross, now valuation auditor for 
the Union Company, was asked to 
state his opinion relative to the treat- 
ment of the expenses incurred in issu- 
ing bonds and the expenses incurred in 
selling preferred stock. In answer to 
questions by Mr. Coleman, Mr. Ross 
stated (Trans., June 23, 1936, p. 
1049): 

Q. Where would you charge the ex- 
pense incurred in issuing bonds, do 
you take that out of stockholders’ prof- 
its? 

A. We would follow the classifica- 
tion of accounts. We charge it up as 
a deduction from the gross income by 
amortizing the expense over the life 
of the bonds. 


(Trans., p. 1052.) Q. Now, you 
have incurred some expenses in sell- 
ing preferred stock here, nearly a 


half million dollars. You want to 
capitalize that expense and earn a re- 
turn on it, even though the securities 
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were issued, the stock was issued for 
the same purpose, that is, to obtain 
funds for additions and betterments 
as your bonds were issued, they were 
issued to obtain funds for additions 
and betterments, both issued for the 
same purpose, and merely because it is 
a different form of obtaining money 
for the same purpose, you want to 
capitalize one, and you will deduct the 
other from your deductions from gross 
income, is that consistent ? 

A. It certainly is. It doesn’t make 
a bit of difference, Mr. Coleman, as 
far as rates are concerned, where you 
put the item, whether you capitalize it 
and the rates are based on the capital- 
ization of the item, or whether you 
put it in the return and fix the return 
at an amount sufficient to absorb it. 

Mr. Ross clearly indicates that his 
opinion in the matter has not changed. 
Quoting from his answer on page 1054 
of the transcript, he says, “The posi- 
tion in 1929 audit was both your and 
my position, and as far as I am per- 
sonally concerned, it hasn’t changed.” 

It is obvious from the study of the 
evidence that there is some uncertain- 
ty as to the interpretation of the classi- 
fication of accounts on that point. The 
classification of accounts promulgated 
by the Federal Power Commission and 
effective on January 1, 1937, is very 
explicit on this point, and definitely 
excludes stock selling expenses from 
“Organization” unless the expenses 
are incurred incident to organizing the 
corporation and putting it into readi- 
ness to do business. This amount, 
therefore, would not be included in the 
fixed capital account. We are of the 
opinion that this is the proper treat- 
ment of stock selling expenses. The 
view of Mr. Ross, however, that ex- 
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penses of this nature should be con- 
sidered when fixing the return at an 
amount sufficient to absorb them does 
have merit. We will, therefore, ex- 
clude the item from organization cost, 
giving consideration to it, when nec- 
essary, in determining the reasonable- 
ness of the rates. 


2. Watchmen’s expense, $6,400.99. 

[2] This item represents the ex- 
pense incurred for watchmen’s sala- 
ries and other incidental charges when 
work was suspended on the construc- 
tion of the South Broadway substation 
for a period of two or three years be- 
cause of the lack of funds with which 
to purchase the equipment necessary 
to complete the substation. This item 
of cost was eliminated in the 1929 
audit by the Commission accountants 
on the theory that it is not a part of 
the cost of constructing the substation 
but was entailed by reason of financial 
disability of the Union Company to 
complete the project. The cost of 
money or the cost of financing cannot 
be said to add anything to the cost of 
a plant. It must be assumed that the 
owners have funds available to com- 
plete a project when one is contem- 
plated, and any extraordinary ex- 
penditures or commissions that might 
be paid to obtain money are not prop- 
erly a part of the cost of the project. 
The expenditure here involved was 
not for construction nor was it in- 
cident to construction. It might have 
been considered an extraordinary op- 
erating expense. We are of the opin- 
ion, therefore, that the item was prop- 
erly excluded by our accountants. 


3. Preliminary survey, Ashley street 
power plant, $69,102.21. 
[3] The Commission accountants 
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eliminated from the fixed capital ac- 
count the sum of $69,102.21 expended 
by the company in 1931 for an engi- 
neering survey to determine the feasi- 
bility and advisability of the rehabili- 
tation of the Ashley street power plant. 
Mr. Cornett gave as his reason for 
eliminating this item that “this ex- 
penditure was made in 1931, and four 
years later had not resulted in any 
physical betterment to the property; 
furthermore, the property was not 
producing revenue at April 30, 1935, 
and we had no information that it 
ever would.” (Trans., p. 414.) 

The Union Company contends that 
this is an engineering expenditure, 
and is a part of the day-to-day routine 
of a public utility; and that the com- 
pany must anticipate its construction 
requirements by making engineering 
studies to determine future extensions 
and betterments. Regulatory proce- 


dure has recognized the fact that com- 
panies must make preliminary surveys 
to determine the feasibility of future 
extensions or additions, as is evidenced 
by the balance sheet Account No. 136 
—Miscellaneous Suspense, reading as 


follows: “This account shall include 
all debits not elsewhere provided for, 
the proper disposition of which is un- 
certain. This will include the cost of 
tentative or preliminary surveys, de- 
signs, and investigations made for 
determining the feasibility of projects 
under contemplation. If the project 
is thereafter definitely undertaken, 
such amounts shall be credited to this 
account and charged to the proper 
work order, fixed capital, or other ac- 
counts.” (Italics ours.) We are of 
the opinion, therefore, that this ex- 
penditure should be carried in the 
Miscellaneous Suspense account until 
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construction begins, and at that time 
transferred to Fixed Capital. If the 
project should be abandoned, and it is 
possible that the company may decide 
to make extensions at the Cahokia 
plant or at some other plant instead 
of rehabilitating the Ashley street 
plant, the expenditure would not be 
charged to the investment in the Ash- 
ley street plant. There is no doubt 
in our minds that this preliminary sur- 
vey cost is part of the cost of a project 
under contemplation, and as such 
should properly be carried in a sus- 
pense account until final disposition of 
the project, and not as Engineering 
and Superintendence in the Fixed 
Capital account, and we shall so treat 
it in our determination of the original 
cost of the property used and useful 
in public service. 


4. Osage surplus construction equip- 
ment, $37,407.14. 

[4] The Commission accountants 
eliminated the estimated salvage value 
at April 30, 1935, of surplus construc- 
tion equipment and miscellaneous sup- 
plies remaining from the construction 
of the Osage hydro plant. The Com- 
mission engineers on the date of ap- 
praisal eliminated approximately $73,- 
000, the salvage value placed by the 
Union Company on the equipment and 
materials still remaining on June 30, 
1934. Since the date of appraisal the 
company has sold part of this equip- 
ment. The remainder is carried at a 
salvage value of $37,407.14. The 
company contends that the salvage 
value should be included in the rate 
base because the company is entitled 
to carrying charges on this sum pend- 
ing disposition of the equipment, since 
the future ratepayer will benefit from 
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the sale of this equipment as the 
amounts received are credited to the 
depreciation reserve. 

This contention would merit some 
consideration if we were engaged at 
this time merely in determining what 
shall and what shall not be entered in 
the Fixed Capital account of the 
company. Our problem, however, is 
to determine the fair value of the 
property used and useful in public 
service as of a certain date. In the 
determination of fair value we are 
guided by certain decisions of the 
court. We are admonished to take in- 
to consideration the original cost, the 
cost to reproduce, and the accrued de- 
preciation of the property used and 
useful. The evidence before us clear- 
ly indicates that this equipment is not 
used and useful in public service. The 
effect on the future rate of return or 
rates to be paid by the consumers 
should influence us only in determin- 
ing the reasonableness of the rates 
charged. The amount herein involved 
may be treated in the manner sug- 
gested by the engineers for the Com- 
mission and the city, namely, that of 
deducting from the sale price the car- 
rying charges on the salvage. This, 
however, has no effect upon the pres- 
ent status of the property. This es- 
timated salvage is not part of the used 
and useful property, and, therefore, 
was properly excluded both by the ac- 
countants and engineers from the 
original cost and reproduction cost of 
the property. 


5. Payment to Dillon, Read & Com- 
pany, $109,348. 

[5, 6] The Union Company, in its 

negotiations for contracts to supply 

electric power to the St. Joseph Lead 
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Company, acquired the Rivermines 
power plant and was obliged to find a 
purchaser for certain local railroad 
properties of the St. Joseph Lead Com- 
pany. The Union Company finally 
entered into negotiations with the Mis- 
souri Pacific Railroad Company 
whereby the latter company acquired 
the properties in exchange for certain 
bonds upon which the Union Com- 
pany was required to guarantee the 
market price. These securities were 
eventually sold by Dillon, Read & 
Company below the guaranty price, 
and the Union Company paid the dif- 
ference, amounting to $109,348, to 
cover the deficiency. The Commission 
accountants eliminated this item from 
the cost of the Osage project on the 
theory that it is not a construction 
expenditure but rather the cost of ob- 
taining the contract. The company 
contends that this amount is properly 
includible as a part of the cost of con- 
structing and developing the Osage 
project because, by reason of the pay- 
ment, the company was able to avoid 
a long delay in obtaining contracts for 
the immediate absorption of a substan- 
tial portion of the output of the Osage 
plant. In our opinion the only proper 
treatment of this expenditure is to 
consider it as a part of the cost of ob- 
taining the contract, and should be 
amortized over the life of the con- 
tract. It should not, however, be in- 
cluded with the original cost of the 
Osage project. It is obvious that in 
determining the reproduction cost of 
the project it would be absurd to at- 
tempt to estimate the cost to repro- 
duce this item, namely, that of obtain- 
ing the contract. The company’s brief 
shows, on page 18, that the amortiza- 
tion of this item would increase op- 
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erating expenses $7,290 annually for 
the term of the power contract. This, 
in our opinion, is the proper treatment, 
and we shall, therefore, increase op- 
erating expenses by this sum. 


6. Items eliminated as not used and 
useful, $3,426,748.62. 
[Factual discussion of 
items omitted. ] 


various 


7. Excessive deductions for property 
classified as nonused, $241,- 
494.10. 

[7] The company contends that the 
Commission accountants, in determin- 
ing the original cost of property clas- 
sified as nonused, based their deduc- 
tions on over-all percentages obtained 
from Commission engineers’ appraisal 
rathe- than on the actual cost of the 
particular items. Mr. Cornett stated 
that from the records made available 
to him at the time of the audit, he was 
unable to determine the original cost 
of the various items of property. Mr. 
Ross, valuation auditor for the com- 
pany, testified that he made a study to 
determine the actual investment in the 
various facilities, and that the Com- 
mission accountants deducted $241,- 
494.10 more than should have been 
deducted if the determination had been 
properly made. The Union Com- 
pany’s position is well taken. When 
the actual cost is determinable, it is 
preferable to estimates based on per- 
centages. The calculations made by 
Mr. Ross were not questioned. We 
will, therefore, reinstate the above 
amount into the original cost of the 
property used and useful in public serv- 
ice. 


8. Organization expenses, $39,182.50. 
[8] The Commission accountants 
deducted the amount of $39,182.50 
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as organization expenses properly as- 
signable to property classified as not 
used in public service. This amount 
was determined by taking the percent- 
age of the investment in property 
classified as nonused as related to the 
total property and applying that per- 
centage to organization expenses. The 
property classified as nonused in pub- 
lic service includes property assigna- 
ble to merchandising, affiliated com- 
panies, as well as property which the 
company no longer operates. Mr. 
Cornett stated (Trans., p. 409) that 
“the organization cost of the Union 
Company would apply to the mer- 
chandising department, for instance, 
or to property rented just the same 
as it would to electric and _heat- 
ing properties.” Therefore, he de- 
ducted the proportional amount of 
organization expenses. The company 
contends that the organization ex- 
penses have no relationship, mathe- 
matical or otherwise, to the individual 
units of property, and should not be 
retired from the investment account 
coincident with and in arithmetical 
ratio to the physical units of property. 

The company purports to justify its 
position by the fact that the Commis- 
sion engineers do not deduct any ac- 
crued depreciation from the prelimi- 
nary organization estimate in the re- 
production cost. The company fails 
to recognize the fact, however, that 
in determining the amount to be in- 
cluded for preliminary organization 
the percentage is applied only to the 
property used and useful in public 
service. It cannot be denied that some 
of the expenditures entailed in putting 
the company in readiness to do busi- 
ness were entailed in connection with 
the property now used for merchandis- 
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ing, property rented to others, and 
property used by the company for non- 
utility business. It is our opinion, 
therefore, that a part of the organiza- 
tion expense is properly assignable to 
these properties, and in the determina- 
tion of property used and useful the 
estimate of the original cost of the 
property should be adjusted by exclud- 
ing organization expenses properly 
assignable to property not part of the 
rate base. We are of the opinion that 
our accountants’ exclusion was prop- 
erly made, and shall make no reinstate- 
ment of this item. 


9. Differences due to apportionment 
methods, $41,809.55. 
The company, in its revised Exhibit 
A, states that the Commission ac- 
countants deducted the excessive 


amounts of $41,588.06 of the Union 
Company’s property, $165 of the Cup- 


ples Company’s property, and $56.49 
of the St. Charles Company’s prop- 
erty, in making apportionments be- 
tween used and nonused classification. 
The company indicated in its exhibit, 
however, that it makes no claim to this 
item, merely setting it out to indicate 
the differences. Having no informa- 
tion before us as to the nature of these 
differences, we do not feel justified in 
reinstating them in the original cost 
of the property. 

Taking into consideration the vari- 
ous adjustments shown hereinbefore, 
we find that the original cost of the 
companies’ properties used and useful 
in public service was $103,707,036.01 
at April 30, 1935, and $104,848,- 
205.44 at December 31, 1935. The 
original cost of the land included in 
the above totals is $12,134,577 at April 
[23] 
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30, 1935, and $12,136,715 at Decem- 
ber 31, 1935. 


V 


Promotion, Organization, and Con- 
solidation Costs 


[9] The Union Company claims as 
part of its original cost estimate the 
sum of $7,665,971.11 as cost of pro- 
motion, organization, and’ consolida- 
tion, and offered Exhibit B in evidence 
purporting to show the basis for this 
figure and the justification for its in- 
clusion. The exhibit lists $9,530,000 
of capital stock and one reference to 
bonds issued at various times for ac- 
quisition of rights to use certain ap- 
paratuses, and for contracts, fran- 
chises, etc., all issued prior to 1904, 
and $391,732.35 for “Sundry Costs to 
January, 1904, detailed in Price, 
Waterhouse & Company audit.” The 
sum of $9,921,732.35 is then reduced 
by $5,817,303.87, representing a 
write-down of $1,810,000 in the cap- 
italization of the Missouri-Edison 
Electric Company, absorbed by the 
Union Company, and $4,007,303.87 
in other outstanding securities at the 
time of the consolidation on Septem- 
ber 11, 1903. Mr. Funk, testifying 
for the company (Trans., p. 1193), 
states, “They probably represent 
write-downs of excessive capitaliza- 
tion.” 

The Union Company then lists the 
balance of $4,104,428.48 as the re- 
corded balance of consolidation costs 
to January 1, 1904. Subsequent to 
that date, the Union Company lists 
$2,506,129.92 as the acquisition cost 
of the Laclede Power Company, which 
is explained in the Commission’s re- 
port and order in Engineers’ Incita- 
tion Club v. Union Electric Light & 
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P. Co. (1919) 8 Mo. P. S.C. R. 119, 
133, as the excess purchase price paid 
for Laclede Power Company proper- 
ties over the value of the physical prop- 
erties as distributed January 1, 1908. 
The company then adds miscellaneous 
items detailed in the Commission’s 
audit in 1916, amounting to $120,- 
728.30. The total of $6,831,286.70 is 
shown as the total expenditures for 
promotion, organization, and con- 
solidation to January 1, 1916. Since 
that date the company shows expendi- 
tures included by the Commission ac- 
countants in the audit in Case No. 
5905 as having been made between 
January 1, 1916, and June 30, 1929, 
amounting to $193,535.27, and addi- 
tional expenditures excluded by the 
Commission accountants but restored 
by the company consisting of the fol- 
lowing: $408,034.74 of preferred 


stock selling expense, hereinbefore dis- 


cussed in this report and ruled on by 
us, $96,253.38, $15,930.20, and $120,- 
930.82 representing, respectively, ac- 
cording to our accountants, the excess 
of the Union Company’s purchase 
price over the original cost of the 
properties of Western Power & Light 
Company, American Light and Power 
Company, and Lead Belt Division of 
the Missouri Public Utilities Com- 
pany, absorbed by the Union Com- 
pany’s predecessor. 

The city did not offer any evidence 
relative to consolidation costs, merely 
conceding that some allowance should 
be made for this element of cost and 
that $3,000,000 would be sufficient. 

The evidence relative to consolida- 
tion, promotion, and organization 
costs is not probative. Witnesses for 
the company admitted that the records 
behind the evidence were not very re- 
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liable. The total before us includes, 
to a large extent, issues of stock the 
value of which is undeterminable at 
this time, nor was it determined at the 
time of consolidation. 

The supreme court of Missouri in 
State ex rel. St. Louis v. Public Serv- 
ice Commission (1930) 326 Mo. 751, 
P.U.R.1931B, 448, 461, 34 S. W. 
(2d) 507, states in part: “Promotion 
and consolidation expenses may be al- 
lowed in actual cost, but not in re- 
production cost estimates.” (Italics 
ours.) In Whitten-Wilcox, Valuation 
of Public Service Corporations (2d 
Ed.) page 1091, the author states: 
“In an appraisal for rate-making pur- 
poses, based upon actual costs of 
prudent investments, some allowance 
may be made for promotion expenses 
if the facts in the particular case war- 
rant it.” It is quite obvious, there- 
fore, that a finding of a specific 
amount to be included for promotion, 
organization, and consolidation as part 
of the original cost is discretionary 
with the Commission. There is no 
doubt in our minds that moneys were 
spent to consolidate the properties, and 
that the Union Company is entitled 
to have included as part of the original 
cost an appreciable sum for the cost 
of promotion, organization, and con- 
solidation. In our opinion, however, 
this item has the same relation to orig- 
inal cost that going concern value has 
to reproduction cost. It represents the 
cost of bringing the company to its 
present status. We deem it unneces- 
sary to set out separately the amount 
which should be included for the cost 
of promotion, organization, and con- 
solidation. However, in the consider- 
ation which we will give to the orig- 
inal cost of the property in the de- 
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termination of fair value, we will con- 
sider the various costs which were en- 
tailed in consolidating the separate 
companies into one company and com- 
bining the separate properties into a 
unified system. 


VI 
Present Value of Land 


The city and the Union Company 
filed stipulations entered into on June 
7, 1935, February 20, 1936, and April 
22, 1936, relative to the value of all 
land owned by the Union Company 
and by the St. Charles Company. 
These are set out in Company Ex- 
hibit O. We list herewith the various 
parcels of land by locations and the 
agreed present-day values: [Table 
omitted. ] 

The city and the company did not 
agree on the propriety of the inclusion 
of the following items set out by the 


Commission engineers on page 83 of 
Exhibit CE-1: 


Legal expenses on Osage project .. $546,989 


Engineering expenses 
Taxes on land 

The land owned by the St. Charles 
Company was valued by agreement at 
$1,300. The Cupples Company owns 
no land. 

We are familiar with the determi- 
nants used by the appraiser for the city 
in arriving at the fair market value of 
land in St. Louis. Mr. Kinsey, who 
signed the stipulation for the city, ap- 
peared before this Commission in the 
hearing in 1931 and also at hearings 
involving land belonging to other com- 
panies. We have also compared the 
stipulated valuations placed upon the 
land with those placed upon the land 
at the former hearing, and we are of 
the opinion that the amounts as set 
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out in Exhibit O are fair. We shall, 
therefore, consider these as the fair 
market value of the companies’ lands. 
[10] The pole yard, located on Van- 
deventer avenue, is leased by the com- 
pany. The Union Company capital- 
izes the rentals paid as part of the 
cost of the poles stored at the yard. 
The Commission accountants accept- 
ed this as proper. The Commission 
engineers, in determining the direct 
material overheads to be considered in 
the cost of reproduction of poles, in- 
cluded the cost of yard facilities as 
part of the “Stores and Purchasing 
Expense.” To include in the rate base 
the leased pole yard at its present fair 
value would be a duplication, since the 
original cost, the reproduction cost, 
and the cost of additions and better- 
ments include the rentals as a capital 
expenditure. We will, therefore, ex- 
clude the pole yard from the rate base. 
[11] We are of the opinion that the 
sum of $1,275,810 expended by the 
Union Company during acquisition of 
Osage lands for damages to highways, 
bridges, etc., should be included as 
part of the cost of the Osage hydro- 
electric project lands. This is in ac- 
cordance with Commission’s classifica- 
tion of accounts. Account 311—Land 
states that “this account shall include 
the cost of land devoted to electric op- 
erations. Such costs include 
payment for abutting dam- 
ages. This account also in- 
cludes special assessments levied by 
public authorities on the basis of bene- 
fits for streets and other public im- 
provements, such as new roads, new 
bridges, etc., e 
The legal expenses during acquisi- 
tion, amounting to $546,989, engineer- 
ing expenses of acquisition amounting 
17 P.U.R.(N.S.) 
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to $143,672, and taxes during con- 
struction amounting to $55,635 
should, however, be included with 
construction overheads. We are, 
therefore, of the opinion that the 
present fair market value of the Osage 
project lands and easements is $8,- 
863,663, and that the present fair 
market value of the 132-kilovolt trans- 
mission line lands and easements is 
$777,019. 

The separation of land between that 
used in public service and that not so 
used, and the allocation of the used 
lands between the various departments 
will be treated later in this report. 


Vil 
Cost of Reproduction 
Inveniory. 

The Commission engineers com- 
piled the only inventory presented in 
this case, and applied unit costs to the 
inventory to obtain the estimate of the 
cost of reproduction new. The com- 
panies did not make a separate inven- 
tory or appraisal, but submitted evi- 
dence relative to adjustments in unit 
prices and direct labor and material 
and general overheads, to provide for 
the differences which the companies 
claim in the cost of reproduction new. 
The inventory was made in minute de- 
tail. Items susceptible to examina- 
tion, measure, or count were inven- 
toried by field measurement and in- 
spection supplemented by information 
obtained from plans, contracts, speci- 
fications, agreements, correspondence, 
or other sources available. Where 
additional information was desired, 
employees of the companies or other 
individuals familiar with the property 
were interviewed in order to obtain 
as accurately as possible the true size, 
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dimensions, and_ specifications of 
every part. Items not susceptible to 
examination were inventoried from 
records of the companies, supple- 
mented by interviews with employees 
familiar with the various parts of the 
properties. 

Companies’ witness Plake testified 
that engineers of the companies 
worked with the Commission engi- 
neers throughout the inventory, check- 
ing behind the Commission engineers, 
and later spot-checking to determine 
the accuracy of the work. Errors in 
the inventory were adjusted, the ob- 
jective being to obtain an inventory 
that is as accurate as it is physically 
possible to obtain, and that can be 
agreed on by all parties involved. Al- 
though Mr. Plake offered some testi- 
mony relative to the errors discovered, 
he did concede that these errors were 
corrected. It appears that this testi- 
mony was offered primarily to justify 
a greater allowance for omissions and 
contingencies, a subject which will be 
discussed later in this report, rather 
than as a criticism of the accuracy of 
the work and the completeness of the 
inventory used as a basis of the ap- 
praisal. 

The city engineers did not make any 
field check of the Commission engi- 
neers’ inventory but did make an ex- 
amination of the working papers, and 
were satisfied that the inventory is suf- 
ficiently complete and accurate, and 
were willing to adopt it as a basis for 
the appraisal. 

The Commission engineers did not 
make a field inventory of either the 
Osage hydroelectric project or the 
132-kilovolt transmission lines extend- 
ing from the dam to the Page avenue 
and Rivermines substations. The 


356 





RE UNION ELECTRIC LIGHT & POWER CO. 


work orders of the Osage project were 
analyzed to obtain quantities and costs 
to permit an appraisal of the property 
by means of index numbers applied to 
the original cost. The appraisal of 
the 132-kilovolt transmission line was 
obtained in the same manner as that of 
the Osage project, spot-checks, how- 
ever, being made on the transmission 
line to determine the accuracy of the 
plats used. 


Unit costs. 

The estimate of reproduction cost 
of all buildings and major structural 
items such as equipment foundations, 
large structural supports, etc., are 
based upon prices submitted by build- 
ing contractors. Improvements made 
by the Union Company on leased prop- 
erties were included in the appraisal 
at actual cost, and some of the 
structures located at the Employees’ 
Country Club which were built recent- 
ly were priced by applying index num- 
bers furnished by Fruin-Colnon Con- 
tracting Company to the original cost 
to obtain the reproduction cost at June 
30, 1934. 

The unit costs applicable to the 
property with the exceptions noted 
above were developed by the Com- 
mission engineers. Material prices 
were obtained from manufacturers 
and jobbers except where catalogue 
prices with discounts applicable could 
be used. In some cases quotations re- 
ceived indicated the cost of the equip- 
ment installed in place. 

[12, 13] The evidence shows that 
the Commission engineers, in deter- 
mining the labor rates to be used in 
computing the unit costs applicable to 
the various items of property, assumed 
that, in the reproduction of a prop- 
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erty of the magnitude of the Union 
Company, construction conditions 
similar to those that existed during 
periods when the company carried on 
major construction programs could 
be expected. The Commission engi- 
neers, therefore, assumed that union 
labor rates would have to be paid on 
the reproduction of all buildings, 
plants, and substations within a 25- 
mile radius of the city hall of St. 
Louis, and that for all other work in 
this area and all construction on the 
remainder of the property the rates 
that would have to be paid for all 
classes of work would in a large 
measure compare with nonunion rates. 

The evidence clearly shows that the 
Commission engineers did not assume 
any percentages of work which would 
have to be performed with union 
labor and the percentages that could 
be performed with nonunion labor. 
As it was clearly brought out by Com- 
mission witness Burley, an assumption 
that all of the property would be con- 
structed with all-union labor or all- 
nonunion labor would be too extreme, 
and that a compromise such as stated 
above would be reasonable. The cost 
of reproduction is one of the factors 
to be considered in arriving at the fair 
value of the property. To assume un- 
reasonable conditions or labor rates 
which would not be paid, and which 
the history of the company shows were 
not paid in the construction of any 
of its major portions, would defeat 
the entire purpose which the estimate 
of the reproduction cost is to serve. 
Concisely stated, it may be said that 
the reproduction cost is an estimate, 
within the limits of reasonable practic- 
ability, of the cost to reproduce the 
property under consideration, inven- 
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toried as of a certain date, with prices 
of material and labor rates which may 
reasonably be assumed to prevail on or 
about the date of inventory, giving 
consideration not only to the problems 
actually encountered in the original 
construction but also giving effect to 
the improvements in the art of con- 
struction and to the performances that 
could be obtained on a wholesale scale 
under the conditions existing on the 
date of inventory. The evidence 
shows that the companies have in the 
past constructed parts of the property 
with union labor and parts with non- 
union labor, the construction going on 
simultaneously. It appears, therefore, 
that the assumption of the Commission 
engineers is reasonable, and we are of 
the opinion that to assume that it 
would be necessary to use all union 
labor or that it would be possible to 
construct all the property with non- 
union labor is so unreasonable that an 
estimate based on that assumption 
should be, perforce, discarded. If 
reason is to be cast to the winds in 
assumptions that are made as a basis 
for estimating the cost to reproduce 
the property, any findings which we 
may make on the basis of such an 
estimate would be held unreasonable, 
and an injustice perpetrated upon 
either the utility or the consumer, de- 
pending upon which assumption was 
made.? 

[Discussion of appraisal, without 
rulings on regulatory principles, omit- 


ted. | 


Omissions and contingencies on build- 
ings. 

[14] The Union Company engi- 

neers contended that the Fruin-Colnon 
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Contracting Company failed to include 
any allowance whatsoever for omis- 
sions and contingencies in the estimate 
of reproduction cost of structures 
priced by that company. Since the 
Union Company claimed a blanket in- 
crease of 2.0 per cent in the allow- 
ance for omissions and contingencies 
in the estimate of the cost of reproduc- 
tion of properties of that company, the 
adjustment in Exhibit G merely in- 
creases the estimate of the Fruin-Col- 
non Contracting Company by adding 
2.0 per cent on material and labor. 
The total material and labor on the 
Union Company’s buildings priced by 
the Fruin-Colnon Contracting Com- 
pany amounted to $5,801,829. The 
2.0 per cent amounts to $116,037, 
which is allocated as follows: Elec- 
tric, $112,742; steam, $3,295. The 
adjustment in buildings of the Cup- 
ples Company is $207, and of the St. 
Charles Company is $183. 


Mr. S. W. Bowen, of the Fruin- 
Colnon Company, testified on the 
methods used in computing the unit 
costs applicable to structures, and 
stated that the “items of omissions and 
contingencies included in our costs re- 
flect the amounts which we would add 
to our estimates for these items if we 
had obtained the inventory quantities 
from a set of plans as we do in bidding 
for actual construction jobs. In other 
words, we have assumed that the in- 
ventory quantities furnished us by the 
Commission engineers were as ac- 
curate as our take-off of the same 
quantities would be from a set of 
plans.” (Trans., p. 228.) Under 
cross-examination, Mr. Bowen clear- 
ly reiterated that the item of omissions 
and contingencies is reflected in the 
unit costs because these unit costs are 
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based on records of past performances 
of similar work, and that it amounts 
to approximately 2.0 per cent. He al- 
so stated that the unit costs were con- 
stantly being checked against actual 
construction work, including work for 
the Union Company, and that he has 
found that the actual costs have been 
lower than the estimated cost by an 
average of 2.0 per cent. (Trans., p. 
233.) 

The testimony of Mr. Bowen, who 
was in charge of pricing the buildings, 
leaves no doubt in our minds that the 
proper allowance for omissions and 
contingencies on buildings was in- 
cluded. It may be possible that the 
companies’ witness was not sufficient- 
ly familiar with the methods of the 
Fruin-Colnon Company in pricing 
buildings, and confused omissions of 
inventory when he referred to the fact 
that the field inventory contained 


“neat” figures with no allowance for 
waste and breakage, with omissions 
and contingencies included in the unit 


costs. The witness of the Fruin- 
Colnon Company stated that in de- 
termining the quantities to be used for 
estimating, the “take-off’’ was made 
from blue prints. The reasonableness 
of the estimate, therefore, depends 
upon the unit costs. Since allowances 
for all omissions and contingencies are 
made in the unit costs, and since the 
witness clearly indicates that these unit 
costs are constantly checked against 
actual construction costs, we are of the 
opinion that the estimate of the Fruin- 
Colnon Company should be accepted, 
and that the adjustment of the com- 
panies for structures is not justified. 
[15, 16] The city, through its wit- 
ness, Mr. Doyne, offered testimony 
relative to the reproduction cost of the 
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structures priced by the Fruin-Colnon 
Contracting Company. The details 
are shown in City’s Exhibit 6. Mr. 
Doyne contended that the estimate of 
Fruin-Colnon should be reduced 5.0 
per cent, or $398,354, because the es- 
timate of that company includes 10.0 
per cent for contractor’s profit, and 
1.5 per cent for a construction per- 
formance bond. Mr. Doyne contends 
that the contractor’s profit should be 
reduced to 6.0 per cent, and that there 
is no necessity for the inclusion of a 
performance bond if a company as re- 
liable as Fruin-Colnon would under- 
take the construction of the structures. 

The testimony of Mr. Bowen shows 
that 10.0 per cent is the usual charge 
of the company, and, in fact, was the 
percentage charged on buildings con- 
structed for the Union Company. It 
is also shown that Mr. Logan, of the 
Westlake Construction Company, who 
testified on the reproduction cost of 
the office building, included 1.5 per 
cent for contractor’s bond, and stated 
that this is the usual practice. 

We have hereinbefore expressed 
ourselves relative to the dependability 
of the Fruin-Colnon estimate. We 
are not justified in assuming that the 
Union Company would not require the 
contractor to submit a performance 
bond if contracts for construction of 
the buildings were let. The city, in its 
brief, though pointing to Mr. Doyne’s 
testimony as evidence to support a re- 
duction, evidently does not expect it to 
receive consideration in that direction, 
but rather to counteract the evidence 
of the company supporting an increase 
for omissions and contingencies on 
buildings, and concludes that the “unit 
costs developed by the Commission 
engineers should be accepted.” The 


17 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


Commission will, therefore, make no 
adjustments in the estimate of struc- 
tures included in the Commission en- 
gineers’ appraisal. 

[Because of the length of this case 
and the lack of space for full publica- 
tion there are omitted at this point 
discussions of evidence and facts pre- 
sented as to backfilling performance, 
cost of cutting and replacing pave- 
ments, bridging over trenches, and un- 
productive labor on underground con- 
duit systems. The Commission disal- 
lowed a company request for an addi- 
tional allowance of $206,266 for the 
electric and steam properties of the 
Union Company and $3,309 for the 
Cupples Company for additional cost 
of backfilling trenches; a claimed ad- 
dition of $224,000 for the cost of cut- 
ting and replacing pavements on the 
electric department property, and $13,- 
422 for the steam heat department; a 
claim for an additional $101,465 for 
the cost of bridging over trenches dur- 
ing construction; and a claimed addi- 
tion of $60,000 for unproductive labor 
on underground conduit systems. The 
Commission held that these additional 
allowances were not justified by the 
evidence. 

A claim for an additional allowance 
for overhead system construction was 
allowed in part, the Commission stat- 
ing that it saw some justification in 
the company’s contention that the 
driving time of truck drivers should 
not be considered as productive hours, 
and also that in the installation of 
services it was improper to assume 
that one rate would be used for in- 
stalling pin type insulators, another 
for installing racks, and a third rate 
for installing brackets. The Commis- 
sion’s discussion of evidence as to 
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gang-hour rates and other evidence is 
omitted. | 


Transformer testing. 

[17] The company contends that 
there should be an addition of $24,500 
for the testing of 14,000 transformers 
included in the company’s inventory. 
Commission engineers made no allow- 
ance for this item on the theory that it 
was not necessary to test new trans- 
formers. The evidence shows, how- 


ever, that this is a regular practice of 
the Union Company, and we are, 
therefore, of the opinion that the 
Union Company is entitled to the sum 
for this work. We shall, therefore, 
increase the reproduction cost of 
transformers by the sum of $24,500. 


Labor and material overheads. 

[18, 19] The company accepted the 
various estimates of the Commission 
engineers for direct labor and material 
overheads with the exception of the 
percentage included for omissions and 
contingencies. The Commission engi- 
neers included 2.0 per cent through- 
out their calculations to provide for 
omissions and contingencies, whereas 
the companies claim that the allow- 
ances should be increased to 4.0 per 
cent on the Union Company’s prop- 
erty, and 3.0 per cent for the prop- 
erty of the Cupples Company. The 
witness for the companies, testifying 
on omissions and contingencies, ac- 
knowledged that “the count of the 
property was made with reasonable 
accuracy and precision, and in such a 
way as to reflect an inventory as ac- 
curate as could be produced consistent 
with the ever-present error factor of 
the human element.” He acknowl- 
edges that a “perfect inventory count 
of a property of this magnitude is a 
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physical impossibility.” He con- 
tends, however, that “the Union Com- 
pany has a large amount of property 
that is located underground. It must 
be assumed in the taking of inventory, 
that the materials are standard. My 
experience has been that in this class 
of property there are additional ma- 
terials which are not counted.” The 
witness also contends that the factor 
of contingencies is even of greater im- 
portance, and points to the contingen- 
cies that might be expected on a prop- 
erty of this size, such as inclement 
weather, floods, tornadoes, failure of 
coordination, labor difficulties, unfore- 
seen obstacles, injunction suits, city 
and governmental interference, loss of 
construction equipment, demurrage, 
et cetera. 

In Companies’ Exhibit I are de- 
tailed a number of difficulties which 
the company experienced in the con- 
struction of its properties to prove that 
these contingencies are to be expected. 
The additional amount which the com- 
pany claimed for this increase in the 
allowance for omissions and conting- 
encies approximates $2,000,000. 

A study of the records seems to dis- 
close that the very evidence which the 
Union Company introduced to sub- 
stantiate its claim tends to defeat it. 
The company’s witness pointed out a 
number of difficulties of construction 
which were encountered when the 
properties first came into existence. 
The evidence of the Commission en- 
gineers, however, definitely shows that 
every construction difficulty originally 
encountered was noted in the inven- 
tory and priced. It should not be as- 
sumed that in a reproduction of the 
property every difficulty which was 
originally encountered in the construc- 
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tion of the property would again be 
encountered, and that, in addition to 
this, there would be the usual difficul- 
ties of construction. The allowances 
normally included by engineers for 
omissions and contingencies are to 
provide for unforeseen contingencies 
as well as for omissions in inventory. 
All the witnesses agreed that the in- 
ventory was taken in detail, and as ac- 
curately as is humanly possible. Every 
difficulty of construction that was dis- 
closed was considered, and amounts 
included in the unit cost to provide for 
them. Furthermore, the sample com- 
putation of direct overheads, intro- 
duced by Commission engineers 
(Trans., pp. 182-184), indicates that, 
in addition to omissions and contin- 
gencies, an allowance was made for 
miscellaneous construction expenses. 
Comparisons made by the Union 
Company of allowances for omissions 
and contingencies made by this Com- 
mission on other properties have no 
probative value. There is nothing in 
the record to show how the unit costs 
on the other properties to which the 
comparisons were made were com- 
piled, nor whether the inventory of 
the other properties included known 
difficulties of construction, which are 
ordinarily considered by a contractor 
or an estimator in the classification of 
contingencies or unknown difficulties. 
It also appears to us that on a very 
large property the contingencies or 
difficulties of construction would be a 
smaller percentage rather than a larger 
percentage of the total cost than on a 
small property. One error on the con- 
struction of a small property may rep- 
resent a large percentage of the total 
cost, whereas in a property the size of 
the Union Company, where a large 
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portion of the work is repetitive, dif- 
ficulties encountered at the beginning 
of the job are ironed out, and errors 
are not repeated. Therefore, the dif- 
ficulties that may have been encoun- 
tered at the beginning of the construc- 
tion would not again be encountered 
as the construction progresses. 


The general opinion of the wit- 
nesses is that the unit costs compiled 
by the Commission engineers were 
reasonable. We are not convinced 
that there should be any addition to the 
estimate made by the Commission 
engineers for additional allowances 
for omissions and contingencies. 


Labor rates. 

The Union Company takes issue 
with the basis used by the Commission 
engineers in determining the labor 
rates applicable to the reproduction of 
its property. As stated hereinbefore 


in this report,* the Commission engi- 
neers assumed that within a radius of 
25 miles of the city hall of St. Louis 
union rates would be applicable to the 
construction of all buildings, plants, 


and substations; that nonunion 
rates would apply to the balance in that 
area; and that outside of this 25-mile 
radius nonunion rates would be ap- 
plicable to all the construction. The 
Union Company contends that union 
labor rates should have been used in 
determining all unit costs of construc- 
tion within the 25-mile area. The ad- 
justments which the company claims 
for this item amount to $2,081,897. 
Although the company includes this in 
its exhibit on price trends, it definitely 
states that the addition is not for an 
increase in labor rates by reason of 
the trend in prices because it would be 
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applicable on June 30, 1934, as welt 
as on April 30, 1935, and on Decem- 
ber 31, 1935, and comes about by the 
substitution of PWA rates for non- 
union rates, the PWA scale in St. 
Louis on June 30, 1934, April 30, 
1935, and December 31, 1935, being 
the same as the union scale. 

The point in dispute is not, there- 
fore, what were the comparative labor 
rates existing in St. Louis on June 30, 
1934, April 30, 1935, and December 
31, 1935, but whether it is reason- 
able to assume that the property could 
be constructed in part with union labor 
and in part with nonunion labor. Are 
we forced to the conclusion that, in a 
reproduction of a property of the 
magnitude of that under considera- 
tion, it must be assumed that in St. 
Louis it is necessary that union labor 
be used throughout, even though the 
history of the property shows that 
during the construction of portions 
that are of sufficient magnitude to be 
used as a criterion both union and 
nonunion labor were used simultane- 
ously ? 

We are aware that a property of 
the size of the Union Company is not 
reconstructed or reproduced at one 
time. The theoretical estimate of the 
cost to reproduce is merely one of the 
elements to be considered in arriving 
at the fair value of the property. The 
original cost is another element. 
However, in determining the estimat- 
ed reproduction cost, it would be un- 
reasonable to disregard the history of 
the company, and to assume, for the 
purpose of the estimate, labor condi- 
tions radically different from the con- 
ditions that had actually obtained in 
the past. Nor does the evidence show 
conclusively that such changed condi- 
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tions would exist in the immediate 
future in the event of a reproduction 
of a large portion of the Union Com- 
pany’s property. The testimony sub- 
mitted in evidence by the Union Com- 
pany does not, in our opinion, justify 
the inclusion of the additional $2,- 
081,897. 

Taking into consideration the vari- 
ous adjustments discussed hereinbe- 
fore, we are of the opinion that the 
reproduction cost, exclusive of over- 
heads, of the used and nonused 
structural properties of the companies, 
but not including the hydroelectric 
property and the 132-kilovolt trans- 
mission lines, is as follows: 
Union Company 

Electric property 

Steam property 
Cupples Property (Including 


Washington U. interest) 
St. Charles Company 


$66,573,170 
3,170,014 


828,742 

26,314 

Osage project and 132-kilovolt trans- 
mission lines. 

[20] The Commission engineers 
did not develop any unit costs ap- 
plicable to quantity items in the de- 
termination of the reproduction cost 
of the Osage hydroelectric property 
and the 132,000-volt transmission 
lines between the hydro project and 
St. Louis and between the hydro 
project and Rivermines. The method 
used was to segregate the costs of the 
Osage hydro project and the trans- 
mission lines into major classifica- 
tions of materials, labor, direct over- 
heads, and general overheads. Quo- 
tations were obtained for various ma- 
terials which entered into the con- 
struction of these properties, and by 
means of a comparison of the quoted 
prices and the actual prices paid at 
the time of construction, index num- 
bers were developed which were ap- 
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plied to the original cost to determine 
the so-called reproduction cost. Ex- 
hibit CE-12, introduced in evidence 
by the Commission engineers, shows 
the total original cost of structural 
items including overheads to be $22,- 
403,307, and the reproduction cost 
plus overheads of these same items to 
be $25,917,567. The above amounts 
include all of the properties used and 
not used located at Bagnell and com- 
prising the generating facilities of the 
hydroelectric plant. Legal expenses 
during acquisition of land amounting 
to $546,989, engineering expenses 
during acquisition of land amounting 
to $143,672, and taxes on land during 
construction amounting to $55,635, 
are part of the cost of the project and 
should be added to the overheads of 
construction. (See discussion under 
Land, supra.) The land is not in- 
cluded in the above, as we have already 
discussed the present fair value of land 
used in connection with the hydro 
project and the transmission lines. 

By a similar method the Commis- 
sion engineers determined the original 
cost of the 132-kilovolt transmission 
lines, exclusive of land, to be $4,711,- 
316, and the reproduction cost of the 
same structural items to be $5,378,- 
534. The above amounts do not in- 
clude land, but do include general 
overheads. 

The company accepted the method 
used by the Commission engineers in 
determining the reproduction cost of 
the Osage hydro project and the 132- 
kilovolt transmission lines although 
exception was taken to the general 
overheads applied to the estimate of 
the reproduction cost. 

The city took issue with the esti- 
mates on these two portions of prop- 
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erty, contending that the basis of de- 
termining the index numbers is erro- 
neous. The city contends that in 
determining an index number the com- 
parison should be made between quot- 
ed prices at the two dates or actual 
prices at the two dates involved. To 
relate the quoted price at one date to 
the actual price at another date results, 
in almost every case, in the index 
number being too high because, as is 
generally known, quoted prices are 
usually higher than the actual prices 
paid for material on a particular date. 
It thus becomes obvious that if an in- 
dex number would be developed by 
comparing the quoted price and the 
actual price at the same date the re- 
sult would show a theoretical increase 
in construction cost. 

Mr. Doyne, witness for the city, 
demonstrates the reasonableness of 
his contention with a number of ex- 
amples set out in City’s Exhibit 7. 
The record also shows that the con- 
struction cost index developed by the 
Engineering-News Record for the en- 
tire country showed that, using 1926 
as a base, the index was 99.5 for 1929, 
97.5 for 1930, and 95.2 for 1934. 
The hydro project was constructed 
during 1929 and 1930, and the ap- 
praisal is as of 1934. The record 
shows that although the material and 
labor involved in determining the con- 
struction cost index of the Engineer- 
ing-News Record are very similar to 
those involved in a project similar to 
the Osage hydro, the Engineering- 
News Record index is a general one, 
and is not specifically applicable to one 
locality. 

We are aware of the difficulty of 
obtaining actual prices of material 
and labor at 1934 to determine an in- 
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dex of changes in construction cost 
between the 1929-1930 period and 
1934, and we also recognize that the- 
oretical quoted prices given in 1934 
but applicable to 1929-1930 would be 
unreliable. We are, therefore, con- 
vinced that in a determination of the 
present fair value of the hydroelectric 
project and the 132-kilovolt trans- 
mission lines, constructed within 
three years of the date of the investi- 
gation, the original cost of the project 
should be given greater consideration 
than the theoretical reproduction cost 
based on index numbers which are 
determined by the method described 


Vill 
Property Not Used in Public Service 


The Commission engineers classi- 
fied certain facilities as not used and 
useful in public service. The city en- 


gineers accepted the classification of 


the Commission engineers with the 
exception of the Employees’ Club at 
the Merimac river, the portion of the 
general office building used by the 
Employees’ Mutual Benefit Associ- 
ation and the Union Electric Savings 
and Loan Association, and the Em- 
ployees’ Recreation Center at the 
Osage dam, which they considered 
used and useful. The company con- 
tended that all items excluded by the 
Commission engineers should be re- 
instated, and introduced Exhibit M 
and testimony by Mr. Miltenberger to 
substantiate its contention. We shall 
discuss these various items separately. 


Rivermines power plant—$2,955,468. 

[21] The Commission engineers 
classified the Rivermines power plant 
as nonused property because the plant 
has been shut down since the comple- 
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tion of the transmission circuits be- 
tween the Osage hydroelectric plant 
and Rivermines (approximate date of 
shut-down, 1931); present conditions 
indicated that the plant would not be 
necessarily useful in serving the load 
until 1938; the unequal carrying ca- 
pacities of the Osage-Rivermines and 
the Rivermines-Cahokia transmission 
lines injected operating difficulties; 
the cost of coal at Rivermines is from 
50 cents to 75 cents higher than at 
Cahokia; the present supply of water 
for condensing purposes is limited; 
and because the present conditions in 
the district surrounding Rivermines 
are not favorable for load increase to 
justify the expansion of the River- 
mines plant in preference to the ex- 
pansion of the plant nearer the St. 
Louis load center. 

Mr. Miltenberger, testifying for 
the company, stated that the plant was 
necessary for a continuous source of 
supply, and that it would be put into 
use as soon as the occasion arises. In 
the companies’ brief the contention 
is made that the plant will be put in 
operation in the near future because 
changes in conditions since the date 
of the investigation necessitate such 
action, and, therefore, the plant should 
be considered as used and useful 
property. The company, in its brief, 
concludes that “the erroneous exclu- 
sion of this property by Commission 
engineers is another attempt to sub- 
stitute an outsider’s judgment for 
that of the management.” 

In determining the classification of 
the Rivermines plant as nonused prop- 
erty, the Commission engineers based 
their recommendation on the condi- 
tions that existed at the time of the 
investigation and a study of the im- 
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mediate future as to the possible ne- 
cessity for this plant. The company 
now advises the Commission that the 
plant may be put into use in the im- 
mediate future. However, if this 
does become necessary it is no doubt 
being brought about by increase in 
load. This should result in an in- 
crease in operating revenues. Since 
the operating revenues to be used as a 
basis for determining the reasonable- 
ness of the rates are as of the year 
1935; since all the evidence before us 
is that the plant was not in use during 
the year 1935; and since we are not 
certain whether the company will pre- 
fer to install additional capacity at 
Cahokia instead of placing River- 
mines in use, we are of the opinion 
that the plant should not be included 
in the rate base at this time. Further- 
more, should we be faced with the ne- 
cessity of determining the reasonable- 
ness of the rates at Rivermines under 
the contract between the Union Com- 
pany and the St. Joseph Lead Com- 
pany, we will then consider the advis- 
ability of including the plant in the 
rate base, or the justification of amor- 
tizing the plant, if it is still not in use 
at the time of that study, as a proper 
charge against the earnings of the 
system in the Rivermines district. 

There is no contention that the rates 
charged for electricity distributed in 
the Rivermines district are excessive, 
and, therefore, the necessity or the 
propriety of including any amortiza- 
tion of the Rivermines plant in the op- 
erating expenses assignable to the 
Rivermines district is not before us 
at this time. 

We are of the opinion that at this 
time the Rivermines plant is neither 
used nor necessarily useful in serving 
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the consumers of the Union Com- 
pany, especially the consumers within 
the immediate vicinity of St. Louis. 
The classification by the Commission 
engineers of the Rivermines plant as 
nonuseful is, therefore, correct, and 
we will not reinstate the amount 
claimed by the company. 


Employees’ welfare and recreational 
facilities. 

[22] The Commission engineers 
excluded the Employees’ Club at Mer- 
imac river and the Osage Project 
Hospital at Bagnell used as recrea- 
tional facilities for the employees of 
the company. In addition to these, 
the Commission engineers also ex- 
cluded the tenth floor of the Union 
Company’s main office building, 
which is used by the Employees’ Mu- 
tual Benefit Association as a meeting 
place and for recreational purposes, 


as well as eight other rooms used for 
medical and dental offices, the EMBA 
administrative office, and the office of 
the Union Electric Savings and Loan 
Association. 


The reasons for excluding these 
facilities were given by Mr. Nelson. 
He stated that, in his opinion, the 
property is not used to render electric 
service to customers of the Union 
Company ; that the use of these facil- 
ities is very similar to the use of pub- 
lic country clubs, and that since the 
Commission has, in the past, disal- 
lowed country club dues, the exclusion 
of this property would be in the same 
category; and that the electric busi- 
ness in St. Louis is highly competi- 
tive, and, therefore, wages were in no 
way affected by the availability of 
these facilities to the employees of 
the Union Company. The Commis- 
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sion accountants, however, included 
all of these facilities in the original 
cost audit, and also included in oper- 
ating expenses the cost of maintain- 
ing and operating the medical and 
dental facilities, and the deficit that 
is entailed in the operation of the rec- 
reational facilities. 

The Employees’ Mutual Benefit As- 
sociation is an organization embrac- 
ing all permanent employees of the 
Union Company and some of its affil- 
lates. Each employee pays 75 cents 
per month dues, and the company con- 
tributes 75 cents per month per em- 
ployee. The use of this money is 
limited to (1) the payment of death 
benefits of $500 to the beneficiary of 
a deceased member, (2) payment of 
sick benefits of $1 per day for a pe- 
riod in excess of seven days, if ap- 
proved by the physician in charge, and 
(3) payment of fees and salaries for 
medical services covering office and 
home visits by the association’s physi- 
cian. The funds obtained through 
these contributions of 75 cents are 
not used for the operation of the 
recreational facilities. | Employees 
making use of recreational facilities 
pay a small fee and only the deficits 
from these operations are assumed by 
the company. 

The company contends that it is en- 
titled to the inclusion of the recrea- 
tional and welfare facilities of the 
EMBA as well as the operating ex- 
penses of the welfare facilities and 
the portion of the recreational facili- 
ties set out above. The company also 
contends that the medical and dental 
service, safety work, and other serv- 
ices rendered by the EMBA as well 
as the recreational opportunities of- 
fered to the employees improve their 
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efficiency as well as their morale. The 
Commission accountants testified that 
the Union Company was spending less 
per employee for pension and welfare 
activities than any of the larger util- 
ity companies in Missouri. 

The extent of the activities which 
a utility company may carry on to 
improve the efficiency and promote 
the welfare of their employees is en- 
tirely managerial, although the 
amount which the Commission will 
permit a company to charge against 
operating expenses is within the Com- 
mission’s discretion. The evidence 
in this case shows, conclusively, that 
the expenditures of the Union Com- 
pany for welfare and recreational fa- 
cilities for its employees is not unrea- 
sonable, and compares favorably with 
the expenditures of other companies 
in the state. We are, therefore, of 
the opinion that the properties at Mer- 
imac river and at Osage used for 
recreational activities and the por- 
tions of the land and office building 
assigned to the welfare activities 
should be reinstated. 

However, should any adjustment 
in rates come before us for considera- 
tion we reserve the prerogative to de- 
termine whether this property should 
continue to remain in the rate base. 
Only so long as the rates are low, 
and the expenditures of the company 
for recreational facilities are reason- 
able will this type of property be left 
in the rate base. 

The Union Electric Savings and 
Loan Association is a separate, self- 
sustaining corporation, and should be 
charged with rent for the office space 
it occupies. The effect on the reve- 
nues, however, is small and will not 
alter the results. 
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The Employees’ Club on the Meri- 
mac river has an estimated reproduc- 
tion cost of $238,204, consisting of 
$32,000 of land, $167,255 of struc- 
tures, and $38,949 of general equip- 
ment, and the Osage Project Hospi- 
tal has a reproduction cost of $13,- 
360. In addition to that, the portions 
of the office building excluded by the 
Commission engineers should be rein- 
stated. This includes $77,813 of 
land, $106,860 of structures, and 
$30,711 of general equipment, or a 
total of $215,384 for the office build- 
ing. The total reinstated property is, 
therefore, $466,948. According to 
the evidence before us, however, 
19.22 per cent of this is assignable to 
affiliated companies and nonutility 
departments, and the balance, or 
80.78 per cent, is allocated 79.22 per 
cent to electric operations and 1.56 
per cent to steam heat. In arriving 
at the fair value of the property used 
and useful in public service we will, 
therefore, consider the above adjust- 
ments and assign the property on the 
basis set out above. 


Osage lands. 

The Commission engineers exclud- 
ed land at Osage having a present fair 
market value of $10,287, and repre- 
senting the airport, the island and the 
land below the dam, and the land op- 
posite the airport on which are locat- 
ed the Houston yard warehouse and 
storage sheds. The separate values 
of the various parcels of land at Osage 
excluded by the Commission engineers 
are not in evidence. An inspection of 
Commission engineers’ Exhibit 1, 
page 976, and the plat shown on page 
81 enables us to separate the total of 
$10,287 into amounts assignable to 
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each parcel on the basis of the areas. 
The total area excluded was 497.7 
acres. The area of the island and the 
land lying below the dam on the south 
side of the river is 224.9 acres. The 
present fair market value assignable 
to this area, therefore, is 45.2 per cent 
of the total, or $4,649. The tract des- 
ignated as “A-3” consists of 272.8 
acres, of which one half is occupied 
by the airport and the other half, ly- 
ing north of the tract and airport, is 
not in use. We shall, therefore, as- 
sign one half of the balance, or $2,- 
819, as the fair market value of the 
airport land, and $2,819 as the value 
of the land north of the airport. The 


land and island below the dam should 
have been classified as used land, and 
we shall, therefore, reinstate the sum 
of $4,649 as used and useful land. 
The land lying north of the railroad 
tracks and airport is definitely non- 


used, and, therefore, the amount of 
$2,819 representing the fair market 
value of that parcel should be definite- 
ly excluded. The airport land is used 
to some extent, and a percentage of 
this land should be included as used 
property. We shall discuss the prop- 
er allocation of the improvements at 
the airport and the airport land be- 
tween used and nonused property un- 
der the title of “Aeroplane and air- 
port facilities.” Based on that dis- 
cussion we shall, however, include 
32.0 per cent of the airport land, or 
$902 as used and useful property. 


Aeroplane and airport facilities. 

[23] The Commission engineers 
excluded $68,604, the reproduction 
cost of the company’s aeroplane, and 
$43,671, the cost of airport surfacing, 
as nonused property. These items 


were excluded because the Commis- 
sion engineers were not able to obtain 
sufficient information to justify their 
inclusion as used and useful property. 
Mr. Miltenberger testified, however, 
that the aeroplane was used, and that 
during the period 1932-1935 the rel- 
ative use has been 32.0 per cent for 
line patrol, 60.0 per cent for person- 
nel transportation, and 8.0 per cent 
for miscellaneous use. Mr. Milten- 
berger, however, did not submit any 
information as to the purpose of the 
personnel transportation use. From 
the records it is, therefore, evident 
that only 32.0 per cent of the use of 
the plane was for actual line patrol, 
and we will, therefore, assign 32.0 per 
cent of the reproduction cost of the 
aeroplane and the airport surfacing 
cost as used and useful property. This 
would result in the addition of $35,- 
928 for the used and useful aeroplane 
and airport facilities. We will con- 
sider this in arriving at the reproduc- 
tion cost and the fair value of the 
properties. 


Miscellaneous land excluded. 

[24] The Commission engineers 
excluded the following parcels of land 
as nonused: [Table omitted. ] 


All of the above parcels were ex- 
cluded by the Commission engineers 
because they were not used in public 
service at the time of the investiga- 
tion. Two of the parcels, that at No. 
9 North Eighth street and that on 
Lesperance street, are rented and yield 
revenues. The others are either en- 
tire parcels or parts of parcels of land 
which have been classified as nonused 
on the basis of the use of the build- 
ings thereon. 

The land occupied by the Wabash 
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right of way was definitely included 
in the Ashley street power plant land 
valuation, as is shown in the stipula- 
tion that the value is for “all of City 
Block No. 227, etc.” Mr. Milten- 
berger, who testified on the justifica- 
tion of reinstating this land, admitted 
(Trans., p. 992) that he did not know 
how the fair market value of this site 
was determined. The original cost of 
this site was approximately $227,000. 
The present fair market value of this 
site is approximately $841,000. In 
the original transaction the Union 
Company gave up the use of the por- 
tion occupied by the Wabash Railway 
in exchange for the tract originally 
occupied by the Wabash, and, there- 
fore, the accountants were correct in 
not deducting anything for the Wa- 
bash right of way now occupied. In 
the determination of the present fair 
value of land, the amount represent- 
ing the tract occupied by the Wabash 
should be deducted because the agreed 
valuation set out in the stipulation 
covered the entire tract, including the 
Wabash right of way. We are also 
of the opinion that the other tracts 
which are not used in public service, 
though held for future use, should be 
excluded. We are endeavoring to de- 
termine the amount of property used 
and useful in public service, and, 
therefore, land or buildings not used 
at the time of the investigation and 
which may not become useful within 
a reasonable period should be exclud- 
ed. We will, therefore, not reinstate 
the above items. 


Miscellaneous nonused structures. 

The Commission engineers exclud- 
ed the structure at Substation No. 5— 
Enright avenue, having a reproduc- 
[24] 
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tion cost of $5,872, and the structure 
at Valley Park office site, having a re- 
production cost of $1,991. The same 
reasoning applies to the exclusion of 
these buildings as does to the exclu- 
sion of the land discussed above. We 
will, therefore, not reinstate these 
items. 


Ashley street substation site. 

The Commission engineers and ac- 
countants excluded the Ashley street 
substation site as not being used in 
public service. This property was 
purchased in 1920 at a cost of $56,- 
021.60. During the hearing in 1930- 
1931, in Case No. 5905, Mr. Egan 
testified that “within two years we ex- 
pect to start the work of replacing a 
part of the present apparatus in Ash- 
ley street plant. This will call for 
the use of lots in question on the west 
side of Lewis street as a switching 
station.” (Trans., p. 3888, 1931 
hearings.) In the present hearing 
the company again claimed that this 
site should be considered useful prop- 
erty. Mr. Miltenberger stated 
(Trans., p. 985), “It is admitted that 
there are no structures on this site at 
the moment, but plans for additions 
at Ashley street to be erected in the 
next few years will require this lot 
for the site of an electric substation.” 
In the brief the company stated, on 
page 113, that “it is not actually used 
at this particular time, but fits into 
the future plans of the company 
which provide for its complete utiliza- 
tion within the next two years.” Con- 
sistent if not conclusive, we must say! 

The company in its brief stated that 
the error made by the Commission 
excluding this parcel 


engineers in 
‘“‘was wholly due to lack of informa- 
17 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


’ 


tion.” If the company’s information 
at the present time is as dependable 
as the information it had in 1931 we 
cannot help but feel that the com- 
pany’s prophecy cannot be accepted. 
The site is definitely not in use at this 
time. We will, therefore, not rein- 
state the parcel at Ashley street held 
available for a future substation. 


Miscellaneous equipment at Ashley 
street power plant. 

[25] The Commission engineers 
excluded as nonused property the 
coal-handling equipment at the Ashley 
street power plant, having a repro- 
duction cost of $171,761, and the cir- 
culating water system serving the St. 
Louis Cold Storage Company, with a 
repreduction cost of $28,887. 

The coal-handling equipment has 
been used very little in the past eight- 
een years, and is in very poor condi- 
tion. It has not been used for han- 
dling coal, though the facilities were 
used for hoisting transformers and 
dredging the circulating water intake. 
However, the company has other 
crane equipment available, and has 
also rented dredging equipment in- 
stead of using the coal tower facili- 
ties. Although the company contends 
that this equipment is maintained for 
stand-by purposes, the evidence is 
conclusive that it is not being used, 
nor is it in condition to be used for 
the purpose for which it was con- 
structed. We shall, therefore, not 
reinstate the coal-handling equipment 
at the Ashley street plant. 

[26] The circulating water system 
is used exclusively to serve the St. 
Louis Refrigerating and Cold Storage 
Company, was paid for by that com- 
pany, and its maintenance and oper- 
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ation expenses are billed to that com- 
pany. The Union Company con- 
tends, however, that since this equip- 
ment is necessary to serve the consum- 
er, and title to it is with the Union 
Company, that it should be included 
as used and useful property. It is 
obvious that the circulating water sys- 
tem is used to serve one isolated con- 
sumer, and not consumers in St. Louis 
generally, and is of a special nature 
entirely foreign to utility operation. 
We are of the opinion, therefore, that 
it should not be classified as used and 
useful in public service, and should 
not be reinstated in the rate base. 


Miscellaneous substation equipment. 
The Commission engineers elim- 
inated the following substation equip- 
ment on recommendation of Mr. 
Weidlein, who had made a study rel- 
ative to its use. [Table omitted.] 
On cross-examination, however, 
Mr. Weidlein admitted that had he 
known that the Booster set at Substa- 
tion No. 2 was used regularly for sup- 
plying low voltage to machines in di- 
rect current stations during mainte- 
nance operation periods he would not 
have excluded it as excess capacity. 
Mr. Weidlein also admitted that had 
he known the extent of the use of 
the motor generator set at Substation 
No. 4 he might have classified this 
unit as used and useful property. We 
will, therefore, reinstate these two 
units in the rate base. The additions 
claimed by the company for the por- 
tions of switchboard at Substations 
No. 1 and 3 are not by reason of ad- 
ditional property but by reason of the 
methods used by Commission engi- 
neers in determining the amount to 
be excluded for a portion of a panel. 
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All the switchboards have busses be- 
hind the panels, and the Union Com- 
pany claims that all the busses are 
used whereas the Commission engi- 
neers eliminated a proportion of the 
busses in the ratio of the proportion 
of the switchboard eliminated. By 
reason of the recalculation made by 
the company engineers, the accuracy 
of which the Commission engineers 
conceded, there should be an addition 
of $2,595 to the valuation of the 
switchboard at Substation No. 1, and 
$1,337 to the valuation of the switch- 
board at Substation No. 3. We will 
reinstate these amounts. 


Houston yard warehouses. 

The Commission engineers exclud- 
ed $7,535 as the salvage value of the 
Houston yard warehouses not used in 
public service. These warehouses are 
located at the Osage hydroelectric 


plant, and were used during construc- 


tion. The Commission engineers in- 
cluded in the rate base the difference 
between the original cost and the esti- 
mated salvage as part of the cost of 
the Osage project. The $7,535 rep- 
resents the salvage value of ware- 
houses and sheds at the Houston 
yard. The Commission engineers con- 
tended that the original cost of the 
buildings less the part charged to the 
cost of the project is sufficient to allow 
for the value of structures for housing 
the equipment used in the operation 
of the hydroelectric project. If the 
Commission engineers had _ ap- 
proached the problem from another 
angle, and determined the reproduc- 
tion cost of the three buildings, and 
then excluded two of the buildings 
in total and a percentage of the build- 
ing which was partly used for hous- 
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ing the locomotive, the amount ex- 
cluded would, no doubt, have been 
considerably more than the $7,535. 
We, therefore, are of the opinion that 
the company is not hurt if the salvage 
value excluded by the Commission 
engineers is not reinstated, and we 
shall, therefore, make no adjustment 
for this item. 

We, herewith, recapitulate the es- 
timates of reproduction cost detailed 
in Exhibits CE-1, CE-2, and CE-3, 
taking into consideration the various 
adjustments in unit costs discussed 
hereinbefore, and set out in particular 
in Union Company’s Exhibit G, and 
the changes in the classification of the 
properties between used and nonused, 
detailed in Union Company’s Exhibit 
M and also discussed above. We find 
the present market value of the land 
and easements, and the cost of repro- 
duction of the structural properties, 
exclusive of the Osage hydro proper- 
ty and the 132-kilovolt transmission 
lines, segregated between that used 
and that nonused, to be as follows: 

[Tables omitted show total cost of 
reproduction of used structual prop- 
erty of the Union Company electric 
property (other than Osage and 132- 
kilovolt transmission line) $61,033,- 
142, and nonused property $5,540,- 
028; total structural steam property 
allocated from electric $798,581, re- 
mainder $2,344,451, total $3,143,032, 
and nonused $26,982 ; total cost of re- 
production of Cupples Company elec- 
tric property used $384,185, and non- 
used $18,565; Cupples Company 
steam property used $298,112, and 
unused $836; Cupples Company hy- 
draulic elevator property used $127,- 
044; cost of reproduction of used 
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electric property of St. Charles Com- 
pany $27,614.] 


IX 
General Overheads 


Preliminary, organization, legal, and 
administrative expenses. 

[27-30] The Commission engi- 
neers included 2.0 per cent for pre- 
liminary, organization, legal, and ad- 
ministrative expenses. Mr. Nelson, 
chief engineer, stated that this per- 
centage was a judgment figure based 
on a study of the results obtained by 
the engineering department in the past 
in making investment appraisals. The 
city accepted the 2.0 per cent estimate 
because “this is the percentage that 
has been adopted by the Commission 
in previous cases, and is believed to be 
reasonable in the present instance.” 
(Trans., pp. 1341-42.) The Union 
Company contended for an allowance 
of 1.0 per cent for preliminary and 
organization expenses, 0.5 per cent 
for legal expenses, and 2.0 per cent 
for administrative expenses, a total 
of 3.5 per cent. Although the com- 
pany introduced Exhibit K in support 
of this percentage, it was admitted by 
the company’s witness that the per- 
centage was “purely an opinion fig- 

A study of the record indicates 
conclusively that all the recommenda- 
tions are based entirely on opinion; 
that there is no accurate means of cal- 
culating the percentage ; and that even 
where accurate records are kept it is 
often impossible to differentiate be- 
tween the expenditures for this undis- 
tributed cost and the expenditures 
properly chargeable to engineering. 
Furthermore, where additions to 
property are made by an operating 
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company, the operating staff usually 
makes the preliminary study, and the 
company’s legal counsel usually han- 
dles all legal matters as a matter of 
routine. The amounts or percentages 
usually charged to a construction 
project are, therefore, usually based 
upon an arbitrary allocation deter- 
mined by some official. 

In general, this Commission has 
allowed 2.0 per cent for this undistrib- 
uted cost. In a few isolated cases 
where the record has justified, a high- 
er percentage was allowed. We are 
of the opinion that an allowance of 
1.0 per cent for preliminary and or- 
ganization expenses, 0.5 per cent for 
legal expenses, and 1.0 per cent for 
administrative expenses, or a total of 
2.5 per cent, is adequate for the Union 
Company. We are dividing this into 
separate portions because of the treat- 
ment which we will accord this undis- 
tributed cost under the heading of 
“Accrued Depreciation.” We are of 
the further opinion that the Cupples 
Company and the St. Charles Com- 
pany each be allowed 1.0 per cent for 
preliminary, organization, and legal 
expenses, and 1.0 per cent for admin- 
istrative expenses. The percentages 
should be applied to structural items 
only, exclusive of general equipment, 
but including communication equip- 
ment. 


Engineering and superintendence. 
[31, 32] The Commission engi- 
neers included 5.0 per cent for engi- 
neering and superintendence, and ap- 
plied this percentage to all the proper- 
ties, excluding land, easements, and 
general equipment but including com- 
The percent- 
age is the recommendation of Mr. 
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Nelson, chief engineer of the Com- 
mission, and is based on the general 
practice in the engineering field. The 
city engineers also included 5.0 per 
cent for engineering and superin- 
tendence, and submitted opinion evi- 
dence as to the percentages applicable 
to various property accounts which 
were used as a basis for the 5.0 per 
cent over-all estimate. 

The company contended that 6.0 
per cent should be included for engi- 
neering and superintendence on the 
properties of the Union and Cupples 
companies and 5.0 per cent for the St. 
Charles Company, and that this per- 
centage should be applied to all items 
except land and easements. In sup- 
port of the estimate, made and sub- 
mitted by Mr. Plake, the Union Com- 
pany introduced Exhibit K, a break- 
down of the various percentages 


which, when applied to the individual 


accounts, resulted in an over-all of 
6.0 per cent. The percentages ap- 
plied to the various accounts, however, 
were in themselves estimates based on 
opinion. 

Considering all of the evidence be- 
fore us, it is obvious that the proper 
allowance for engineering and super- 
intendence should be measured by 
the yardstick of reason, and is not 
susceptible to mathematical compu- 
tation. Conceding the contention 
made by the company in its brief that 
neither Mr. Burley, the Commission’s 
witness, nor Mr. Boyles, the city’s 
witness, had ever supervised any ma- 
jor construction, although Mr. Nel- 
son, the Commission’s chief engineer, 
has been in the contracting business 
and was familiar with engineering 
charges, the same may be said of Mr. 
Plake and Mr. Irish, the Union Com- 
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pany’s engineers. Neither of them 
have ever been responsible for major 
construction programs. The opinions 
given by them, as well as those given 
by the Commission engineers, are 
based in part upon a study of records, 
general experience of the engineering 
profession, and allowances which this 
Commission has considered reason- 
able in the past. It may even be con- 
tended that on a large project, with 
its large expenditures of money, the 
engineering charge, though large in 
dollars, may not be as large a percent- 
age as on a very small job. Nor is 
there any reason why different per- 
centages should be applied to adjoin- 
ing distribution systems in St. Charles 
merely because one is owned by the 
Union Company and one by the St. 
Charles Company. We are of the 
opinion, therefore, that an allowance 
of 5.0 per cent for engineering and 
superintendence for all the properties 
is adequate. 


Interest during construction. 

[33, 34] The Commission engi- 
neers included 9.0 per cent for inter- 
est during construction on structural 
parts of the Union property, based on 
a 3-year construction period and a 
6.0 per cent rate of interest. They 
also included 12.0 per cent on the val- 
ue of land as a construction overhead, 
on the theory that land would be ac- 
quired, on the average, two years be- 
fore being placed in use and produc- 
ing revenues. The company included 
10.5 per cent on all items, based on a 
34-year construction period and 6.0 
per cent rate of interest. The city in- 
cluded 7.5 per cent on structural items 
only, based on a 3-year construction 
period and 5.0 per cent rate of inter- 
17 P.U.R.(N.S.) 
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est. The city opposed the inclusion 
of interest on land. 

The city engineers and the Commis- 
sion engineers are in agreement on 
the construction period for the Union 
property. The company engineers 
and the Commission engineers are in 
agreement on the rate of interest. It 
cannot be said that the Union Com- 
pany’s evidence on the construction 
period or the rate of interest is so 
conclusive as to discredit all the tes- 
timony of the witnesses not in agree- 
ment with the company’s estimates. 
We should inspect all the estimates 
in the light of reason. It appears rea- 
sonable to us that a 3-year construc- 
tion period with a 6.0 per cent rate 
of interest, resulting in an allowance 
of 9.0 per cent for interest during 
construction of the Union Company’s 
structural properties, is adequate, and 
we will consider this in our determi- 
nation of the reproduction cost of the 
property and the finding of fair 
value. 

The Commission is of the further 
opinion that interest during construc- 
tion based on the fair market value of 
land should be included in the cost to 
reproduce the property. This does not 
add to the value of the land, but is an 
expense which must be borne by the 
investor while the structures and 
equipment are being erected on the 
land. There is no controverting evi- 
dence that the Commission engineers’ 
estimate of 12.0 per cent for this item 
is unreasonable, and we shall allow 
this item. 

A study of the evidence also indi- 
cates that a reasonable construction 
period for the steam heating proper- 
ties, taking into consideration the es- 
timates of the Northeastern Piping 
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and Construction Company, is two 
years and four months, resulting in 
an interest allowance of 7.0 per cent; 
that a reasonable construction period 
for the Cupples Company is six 
months, resulting in an interest allow- 
ance of 1.5 per cent; and that a rea- 
sonable construction period for the St. 
Charles Company is two months, re- 
sulting in an allowance of 0.5 per cent 
for interest. 

The Osage hydro property and the 
132-kilovolt transmission line were 
assigned construction periods based 
upon the actual time elapsed in 
the construction of the proper- 
ties. Since the overheads on those 
properties were determined by dif- 
ferent methods than those used on 
the Union property, and because of 
our treatment of these properties, it 
is not necessary to pass upon a reason- 
able construction period for the Osage 
hydro property and the 132-kilovolt 
transmission lines. 


Taxes during construction. 

The Commission engineers includ- 
ed $495,859 for taxes during con- 
struction of electric property used in 
public service, and $62,344 for taxes 
during construction of electric prop- 
erty not used in public service, $17,- 
601 for taxes during construction of 
steam heating properties used in pub- 
lic service, consisting of $14,381 of 
taxes on property allocated from the 
electric department and $3,220 of 
taxes on facilities used exclusively for 
steam heating ; and $41 for taxes dur- 
ing construction of steam heating 
property not used in public service. 
These allowances are equivalent to 
0.78 per cent of the electric property 
and 0.1 per cent of the steam heating 
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properties. The company included 
1.0 per cent on the electric property, 
and 0.2 per cent on the steam heating 
property of the Union Company for 
taxes during construction. The city 
recommended 0.75 per cent for taxes 
during construction on the electric 
property, and made no recommenda- 
tion for the steam heating property. 
The Commission and the company en- 
gineers indicate in their reports that 
there should be no allowances for 
taxes during construction of the prop- 
erties of the Cupples Company and 
the St. Charles Company. 

The theory for the determination 
of taxes during construction used by 
the Commission engineers and the 
company engineers is approximately 
the same, though there is some differ- 
ence in the mechanics. The company 
concedes that the difference between 
the Commission’s figure and the com- 


pany’s figure is attributable, primarily, 
to the difference in the construction 


period, the Commission engineers 
having used a 3-year period and the 
company a 34-year period. The city 
did not have sufficient data to make 
a precise computation, and merely es- 
timated that 0.75 per cent would be 
sufficient for taxes during construc- 
tion. Since the length of the con- 
struction period accounts for the dif- 
ference between the Commission en- 
gineers’ and company’s estimates, and 
since the Commission has previously 
in this report found that a 3-year con- 
struction period was reasonable, the 
estimate of the Commission engineers 
of 0.78 per cent will be used in the 
determination of taxes during con- 
struction of the electric property. 
The record shows that the com- 
pany, in Exhibit K, calculated the 
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taxes on the steam heating property 
exclusive of that allocated from the 
electric department to be $3,847, 
which was approximately 0.15 per 
cent of the cost of reproduction es- 
timated by the company engineers. 
This percentage is then increased to 
0.2 per cent though the reason for the 
increase is not explained. The Com- 
mission engineers estimated these 
taxes to be $3,220, as stated above. 
Since we have accepted the company’s 
estimate of the construction period 
for the steam heating property, we 
are of the opinion that we should ac- 
cept the company’s computed estimate 
of $3,847 for taxes during construc- 
tion of the facilities used exclusively 
for steam heating. 


Miscellaneous construction expendi- 
tures. 

The Commission engineers also 
estimated that during the construction 
of the property the Union Company 
would have to pay $47,959 for rentals 
on leased land assignable to electric 
property used in public service, $14,- 
290 for rentals on electric property 
not used in public service, $10,212 for 
rentals on leased property assignable 
to the steam heating department, and 
$5,000 for rentals on Cupples prop- 
erty. The engineers also estimated 
that interest on the above rentals 
would amount to $4,055, $530, $791, 
and $113, respectively. We shall in- 
clude these with general overheads. 


xX 
Accrued Depreciation 


The Commission and company en- 
gineers estimated the accrued depreci- 
ation of all the properties involved, 
whereas the city engineers estimated 
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the accrued depreciation of the prop- 
erties serving only the city of St. 
Louis. The estimates submitted by 
the various engineers are as follows: 
[Table omitted. ] 

The methods used by the various 
engineers for ascertaining the accrued 
depreciation were the same. The 
Commission and company engineers, 
however, spent a considerably longer 
time in making their studies, and ap- 
plied percentages to the various com- 
ponent items in order to get a more 
representative reflection of the pres- 
ent condition of the property. The 
studies made by the Commission en- 
gineers were much more detailed than 
those made by the company. The 
studies made by the city were, how- 
ever, comparatively superficial. 

The company, however, criticized 
the Commission engineers’ method of 


determining the accrued depreciation 


of cement-lined conduits. The ce- 
ment-lined conduits were built a num- 
ber of years ago, and are no longer 
manufactured. The Commission en- 
gineers, therefore, in estimating the 
cost of reproduction of the cement- 
lined conduits, included the cost of a 
manufacturing plant. Although it is 
true that in the quoted prices on any 
kind of materials the proportionate 
part of the carrying charges of a man- 
ufacturing plant are included as a 
part of the cost of the material, the 
peculiar condition existing in this case 
resulted in an extremely high repro- 
duction cost of conduit. Had it been 
possible to spread the carrying charges 
of the manufacturing plant over a 
large amount of conduit, the repro- 
duction cost would have been more in 
line with what the company would ac- 
tually have to pay if this type of con- 
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duit were still regularly manufactured. 
The Commission engineers, therefore, 
depreciated the conduit both by rea- 
son of its physical condition and by 
obsolescence in manufacturing rather 
than obsolescence in the conduit to ob- 
tain the present-day values. Though 
this may give the correct result it is, 
theoretically, an incorrect procedure. 
The proper method would have been 
to have estimated the reproduction 
cost of the conduit more within rea- 
son rather than decrease it by applying 
the percentage supposedly represent- 
ing the obsolescence in manufacturing 
methods. However, from the evi- 
dence it appears that the resulting es- 
timate of reproduction less depreci- 
ation of the cement-lined conduit is 
reasonable, and, therefore, we will not 
adjust the Commission engineers’ es- 
timate of depreciation to reflect only 
actual accrued depreciation in the ce- 
ment-lined conduit. We must keep in 
sight the fact that we are endeavoring 
to obtain the present fair value of the 
property. If an estimate is shown 
definitely to be out of reason, and 
should be multiplied by some multi- 
plier or factor to obtain the present- 
day value, it does not matter what that 
multiplier is called so long as the cor- 
rect result is obtained. 

In our determination of the fair 
value of the property, therefore, we 
find and will consider that the follow- 
ing percentages reflect the present-day 
depreciated condition of the properties 
in order to provide for the deduction 
of accrued depreciation : 


Union Company 
Electric property 
Steam property 

Cupples Company 

St. Charles Company 


In our discussion of the present 
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fair value of the Osage property we 
indicated that we will give greater 
consideration to the original cost than 
to the reproduction cost. Further- 
more, it is shown conclusively by the 
evidence that it is impracticable to de- 
termine any accrued depreciation in 
the hydroelectric property. We, there- 
fore, will consider the hydroelectric 
property to be in 100.0 per cent con- 
dition in determining the present fair 
value of this property, and will give 
greater consideration to the original 
cost than to the reproduction cost. 
Furthermore, hereafter in this report, 
in our discussion of annual depreci- 
ation requirement we will also discuss 
the difference in the treatment of a 
property of this nature and that of a 
general electric property in the deter- 
mination both of the accrued depreci- 
ation and the annual depreciation re- 
quirement. 


Depreciation of overheads. 

[35] The Commission engineers 
depreciated all overheads except pre- 
liminary, organization, legal, and ad- 
ministrative expenses. The company 
depreciated all but preliminary and or- 
ganization. The city engineers depre- 
ciated all overheads. In recent cases 
the Commission has held that prelim- 
inary, organization, and legal expenses 
were not subject to depreciation, be- 
cause they were more closely related 
to the corporate structure than to the 
structural properties. 
the cases that were under considera- 
tion there was no segregation 
tween preliminary, organization, and 
legal expenses, and administrative ex- 
penses. In this case we do have that 
segregation. We are, therefore, of 
the opinion that all of the overheads 


However, in 


be- 
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should be depreciated with the excep- 
tion of preliminary, organization, and 
legal expenses. 

The company, in its brief, points 
out that although it depreciated all 
overheads except preliminary and or- 
ganization expenses it bows to the 
judgment of the Commission engi- 
neers, and is willing to reinstate the 
depreciation deducted from adminis- 
trative expenses. We are of the opin- 
ion that the company was correct in 
its original position which coincides 
with the Commission’s expressed 
views in recent cases. The reinstate- 


ment is, therefore, not justified. 


XI 


Cost Trends—June 30, 1934, to De- 
cember 31, 1935 


[36] The appraisal made by the 
Commission engineers is as of June 
30, 1934. In order that the Commis- 
sion might have before it information 
as to changes in material and labor 
prices between the date of the apprais- 
al and December 31, 1935, the Com- 
mission engineers and the company 
engineers made studies to determine 
cost trends between those dates. Al- 
though the company engineers’ study 
shows a price increase for labor, the 
record shows that this increase is not 
by reason of any changes in the labor 
rates between June 30, 1934, and De- 
cember 31, 1935, but is brought about 
by the substitution of union labor 
rates for nonunion labor rates. This 
matter was discussed hereinbefore in 
this report, and it is not necessary for 
us again to discuss the purported in- 
crease in labor costs between the two 
dates. 

The increase in material costs be- 
tween these two dates was estimated 
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by the Commission and company en- 
gineers to be as follows: [Table 
omitted. ] 

The above increases in material 
prices are exclusive of general con- 
struction overheads. 

The record does not show any esti- 
mate by either the Commission engi- 
neers or company engineers of the 
cost trend between June 30, 1934, and 
April 30, 1935. The company, how- 
ever, in its brief included derived in- 
creases in materials for this period, 
and they are as follows: [Table omit- 
ted. ] 

The company estimated the in- 
crease in labor for this period to be 
the same as that shown for the period 
June 30, 1934, to December 31, 1935, 
and as explained above, is, in fact, not 
an increase in labor costs but rather 
a change from nonunion to union 
tates. This has been discussed in full. 

The estimates for the period June 
30, 1934, to December 31, 1935, made 
by the Commission and company en- 
gineers are based on the same quota- 
tions. The difference is attributable 
entirely to the mechanics of applying 
the quoted prices, and is inconsequen- 
tial. In determining the present fair 
value of the property on the various 
dates we will take into consideration 
the trend in costs of materials from 
the date of appraisal to the various 
dates of our findings. 

The city engineers adopted the esti- 
mate of the Commission engineers of 
the increase in material prices between 
the date of inventory and December 
31, 1935. 


XII 
Additions and Betterments 


The Commission accountants, in 


Exhibits P.S.C Accountants 1, 3, and 
4, showed the net additions and bet- 
terments for the period July 1, 1934, 
to April 30, 1935, to be as follows: 
[Table omitted. ] 


The company also submitted infor- 
mation on the net additions and bet- 
terments exclusive of overheads for 
the period June 30, 1934, to Decem- 
ber 31, 1935, in Exhibits E, F, and 
J. These are as follows: [Table 
omitted. | 

These figures are exclusive of gen- 
eral overheads. 

The propriety of adding net addi- 
tions to the Commission engineers’ 
appraisal is conceded by all parties, 
and, in arriving at the fair value of 
the properties, the net additions and 
betterments between the date of ap- 
praisal and the date of the finding will 
be considered. 


XIII 
Working Capital 


We have three estimates of the 
working capital requirements of the 
Union Company, and two estimates 
of the requirements of the St. Charles 
and Cupples companies. The recom- 
mendations of the Commission’s staff 
of the necessary materials and sup- 
plies, spare parts and equipment, and 
cash working capital are shown in Ex- 
hibits CE-1, CE-2, CE-3, P. S. C. 
A-1, P. S. C. A-3, and P. S. C. A-4. 
The details of the cash working cap- 
ital requirements are shown in the last 
three exhibits mentioned above. The 
estimates of the companies are de- 
tailed in Company Exhibit T. The 
city’s estimate of the working capital 
requirement of the Union Company 
is shown in Exhibit 2. 
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Materials and supplies. 

The requirements of materials and 
supplies were determined from an 
analysis of the average monthly book 
balances carried by the companies 
during the year ended April 30, 1935. 
The total of materials and supplies 
shown in the Commission’s and com- 
pany’s estimates is the same, since 
both staffs worked from the same rec- 
ords. The differences lie entirely in 
the allocations between departments 
and between used and nonused prop- 
erty. The Commission engineers as- 
signed $1,239,798 to the electric prop- 
erty, $53,519 to the steam property, 
$1,168 to the Cupples Company, $742 
to the St. Charles Company, and 
$190,212 to merchandise and affiliated 
companies not engaged in public util- 
ity operations. They also classified 
$127,833 as surplus scrap materials 
not used in utility operation. The 


company included the scrap copper 
and lead as used and useful in utility 
operation, dividing the $127,833 into 
two parts, and assigning $127,806 to 
the electric department and $27 to the 


steam heating department. As a re- 
sult, the company assigned $1,366,007 
of materials and supplies to the elec- 
tric department, $54,370 to the steam 
heat department, $1,168 to the Cup- 
ples Company, $742 to the St. Charles 
Company, and $190,985 to merchan- 
dise and affiliated companies not en- 
gaged in public utility operation. The 
city, in its exhibit, accepted the com- 
pany’s position relative to the scrap 
materials. In its brief it changes its 
position to that of the Commission 
engineers. 

[37] The difference between the 
Commission engineers’ and the com- 
pany engineers’ estimates of the re- 
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quirement of materials and supplies is 
attributable entirely to the treatment 
of the scrap copper and lead, valued 
at $127,833. The Commission engi- 
neers considered this nonused in pub- 
lic service, whereas the company con- 
tended that the consumers receive a 
benefit from the postponement of the 
sale of this scrap until the market is 
more favorable. The evidence is un- 
controverted that this scrap is not 
used in rendering public service. 
There is, however, some merit to the 
contention of the company that the 
amount received for this scrap affects 
the company’s operating expenses, be- 
cause the amount realized reduces the 
charge to the reserve, and the greater 
the amount for which the scrap is sold 
the greater the reduction. In arriv- 
ing at the reasonableness of rates 
charged, or in a determination of ex- 
cessive charges, consideration should 
be given to the fact that the company 
is holding the scrap copper and lead 
for a more favorable market. We 
are of the opinion, however, that to 
include this scrap in the rate base is 
not the proper treatment, and that the 
more logical solution is to determine 
the proper amount chargeable to the 
depreciation reserve at the time the 
scrap is sold. Since, as shown later 
in this report, the facts and evidence 
disclose that the company is not earn- 
ing excessive rates, it is unnecessary 
for us to determine the amount which 
the company should have as carrying 
charges of this scrap material pend- 
ing its sale. We are, however, con- 
vinced that this item should not be 
included as part of the property used 
and useful in public service, and, 
therefore, we will exclude this item 
from the rate base. 
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The differences between the esti- 
mates of the Commission engineers 
and company engineers, after the ex- 
clusion of this item, are minor, and 
attributable entirely to mechanics of 
computation. We shall include the 
following amounts as materials and 
supplies for the companies: 


Union Company 
Electric property 
Steam property 

Cupples Company 

St. Charles Company 


$1,239,798 
53,51 


Spare parts and equipment. 

The Commission engineers inven- 
toried and appraised the spare parts 
and equipment owned and used by the 
company to be as follows: [Table 
omitted. ] 

The entire difference between the 
Union Company’s and the Commis- 
sion engineers’ estimates of spare 
parts lies in the treatment of the equip- 
ment considered by the Commission 
engineers as nonuseful, listed above, 
with a reproduction cost of $81,501 
and with a cost of reproduction less 
depreciation of $80,932. The Com- 
mission has hereinbefore in this re- 
port determined the propriety of clas- 
sifying the Rivermines plant and the 
coal-handling equipment at the Ashley 
street plant as nonused property. The 
spare parts and equipment used in 
connection with these facilities are, 
therefore, properly classified as non- 
used. 

The Commission reinstated the 
Employees’ Club as used and useful 
property, and, therefore, it is proper 
that the equipment at the Employees’ 
Club, with a reproduction cost of $1,- 
547, and a cost of reproduction less 
depreciation of $1,451, should be re- 
instated. 
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The spare equipment at the Osage 
plant, which had an estimated salvage 
value at June 30, 1934, of $73,800, 
but which has since been reduced to 
$37,407.14 (Accountants’ Report as 
of April 30, 1935) is in the same cat- 
egory as the surplus scrap copper and 
lead. The fact that this amount has 
been reduced to $37,407 shows the er- 
ror of including it in the rate base, 
as the item is rapidly disappearing and 
is definitely not used in serving the 
consumers. The same _ treatment 
should be accorded this item as was 
accorded the excess scrap copper and 
lead. We, therefore, will not rein- 
state the spare equipment at the Osage 
project, at salvage value, in the rate 
base. In arriving at the amount of 
working capital we will include the 
following sums for spare parts and 
equipment : 

Reproduction 


Cost of Less — 
Reproduction Depreciation 


$236,865 
11,527 
14,034 


Union Company 

Electric property .. $250,948 

Steam property ... 12,489 
Cupples Company... 14,574 

Neither the Commission engineers 
nor the company engineers consid- 
ered that the St. Charles Company re- 
quired any spare parts and equipment 
for its operation. 


Cash for operating expenses, prepay- 
ments, and buffer fund. 

The Union Company, in Exhibit 
T, indicated that its cash for opera- 
tions of the electric department would 
approximate $1,397,749, and that its 
prepayments, miscellaneous accounts 
receivable, and special deposits would 
be equal to $92,352, or a total of $1,- 
490,101 for the electric department. 
In addition, the Union Company 
stated that its buffer fund should be 
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equal to its daily bank balances, which 
averaged $879,975 during the year 
ended April 30, 1935. Similarly, the 
Union Company estimated the cash 
for operating expenses for its steam 
department to be $99,859, and its pre- 
payments and miscellaneous require- 
ments to be $8,524, or a total of $108,- 
383. The company also estimated the 
cash buffer fund for the steam depart- 
ment, based on its daily bank balances, 
to be $36,955. Similarly, the cash re- 
quirements for the Cupples Company 
were estimated to be $24,156, and its 
prepayments to be $1,470, or a total 
of $25,626. The estimate of the buf- 
fer fund based on the daily bank bal- 
ances was $18,324 for the Cupples 
Company. The estimates of the re- 
quirements of the St. Charles Com- 
pany were $2,215 for operating ex- 
penses, $1,777 for cash buffer fund. 

The Commission accountants esti- 
mated the requirements for cash work- 
ing capital for the electric department 
to be $1,424,225 ; for the steam depart- 
ment, $73,500; for the Cupples Com- 
pany, $28,095 ; and for the St. Charles 
Company, $2,280. The Commission 
accountants also recommended a buf- 
fer fund of $400,000 for all the com- 
panies, distributed as follows: 
Union Company 

Electric property 

Steam property 19,250 


Cupples Company 7,355 
St. Charles Company 595 


$372,800 


The city recommended a total al- 
lowance of $1,700,000 for cash work- 
ing capital for the electric department, 
in which is included $459,000 for a 
buffer fund. The city’s estimate of 
the cash exclusive of the buffer fund 
is, therefore, $1,241,000. The city 
made no recommendation for the 
steam heating department. 
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[38] At the hearing the company 
conceded that, in determining its cash 
working capital, it included $47,903 
for gross receipts tax and $6,946 for 
state retailers’ occupation tax, which 
are payable after the current year. In 
its brief the Union Company concedes 
that its estimate should be reduced by 
$54,849. The company contended, 
however, that the payment of $4,808 
for corporation franchise tax and $1,- 
060 for miscellaneous taxes should 
have been included, even though they 
were paid after the year, and intro- 
duced Exhibit DD showing that the 
franchise tax for the calendar year 
1935 was paid on June 1, 1935. The 
record, however, shows that a new 
corporation would pay no franchise 
tax during the first year of its ex- 
istence, and, therefore, would not re- 
quire working capital for this item. 
Since, after the first year, the company 
collects from its consumers as revenues 
all taxes that it will have to pay, the 
consumer is, therefore, supplying the 
cash necessary for the payment of the 
corporation franchise tax, and this 
item of $4,808 should not be included 
in cash working capital. The item of 
$1,060 was not explained, and the 
Commission accountants did not state 
in their testimony why they had omit- 
ted this item. We will, therefore, al- 
low the item of $1,060. 

The city pointed out, however, that 
the Commission accountants and the 
company accountants erred in the 
calculation of the cash working capital 
required when they included the pay- 
ment to the Power Operating Com- 
pany, a subsidiary of the Union Com- 
pany, to include a return and deprecia- 
tion on the Cahokia plant. The ad- 
justment obtained by the exclusion of 
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the depreciation and return and the 
treatment of the other operating ex- 
penses and taxes on the same basis as 
the operating expenses and taxes of 
the Union Company were treated re- 
sults in a reduction of the operating 
expenses of the Union Company by 
the sum of $216,692. (City Exhibit 
2, pp. 4and 5.) We are of the opin- 
ion that this correction is a proper one, 
and that the calculated cash required 
for operating expenses and prepay- 
ments of the electric department of the 
Union Company should be reduced by 
that amount. 

[89] The company accountants also 
criticized the Commission accountants’ 
recommendation of the cash working 
capital for the steam heating depart- 
ment because it was based on the 
average monthly operating expenses 
for one year rather than on the peak 
month of the heating season. The re- 
sult of the Union Company’s calcula- 
tions was an increase of $39,384 in the 
operating expenses. We are of the 
opinion that in determining the cash 
working capital the only reasonable 
method is to use the average of a year 
rather than the peak month. If the 
peak month is used the company will 
have excess money lying in the bank 
which will tend to bolster its cash bal- 
ances. And it is these cash balances 
which the company uses as a basis for 
substantiating its buffer fund. There- 
fore, the larger the cash working 
capital that is not used, the greater will 
be the cash balances, and the more 
proof the company will have for a 
large cash buffer fund. And the larger 
the buffer fund the greater the bank 
balance will be. Thus, the circle be- 
comes vicious. We are of the opinion 
that the use of the average month is 
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reasonable, and we will not adjust the 
Commission accountants’ calculation. 

[40] All witnesses conceded that 
the company is entitled to a fund over 
and above ordinary operating require- 
ments for use in emergencies, and to 
establish the company’s credit and per- 
mit it to take advantage of quantity 
purchases and special discounts. The 
amount to be provided for this, how- 
ever, is an estimate based on sound 
judgment. The substantiation of the 
estimate made by the company, name- 
ly, that of the average bank balances, 
cannot be accepted. The fallacy of 
this proof can be shown by this very 
simple calculation. If, at the begin- 
ning of its operating year, a company 
started with $100,000 in the bank for 
cash working capital, and expended 
the entire sum in the first thirty days 
in payment of operating expenses, and 
then had it replaced on the first of the 
following month, it cannot be denied 
that $100,000 is sufficient for cash 
working capital if no additional pro- 
vision is made for credit establishment 
and other items for which the cash 
buffer fund is allowed. However, if 
that company’s bank balances are in- 
spected it will be found that the aver- 
age cash balance in the bank during the 
month would have been $50,000. On 
the basis of the company’s claim, this 
hypothetical company would require 
a $50,000 cash buffer fund in addition 
to the $100,000 in the bank at the 
beginning of the month to pay its op- 
erating expenses. We, therefore, can- 
not accept the company’s proof that 
the cash buffer fund is measured by 
the average bank balances during the 
year. The amount to be allowed for 
this, however, must be estimated, and 
it is our opinion that if the electric de- 
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partment is allowed a total of $1,750,- 
000 of cash for working capital to 
cover operating expenses, prepay- 
ments, and a buffer fund, it will have 
sufficient cash for all purposes. For 
similar reasons we are of the opinion 
that the cash working capital that 
should be allowed for the steam heat- 
ing department should be $100,000, 
for the Cupples Company, $36,000, 
and for the St. Charles Company, $3,- 
700. In arriving at the present fair 
value of the companies’ properties we 
will include the above amounts for 
cash working capital in addition to the 
allowances made hereinbefore for ma- 
terials and supplies and for spare parts 
and equipment. 


XIV 
Going Value 


[41] The Union Company contend- 
ed for an allowance of $14,500,000 
for going value for its electric depart- 
ment, and $500,000 for its steam 
heating department, or a total of $15,- 
000,000. Similarly, the Cupples Com- 
pany contended for an allowance of 
$100,000 for going value, and the St. 
Charles Company for $3,000. The 
Commission’s staff made no estimate 
of the amount to be allowed for going 
value, nor did they make any recom- 
mendation relative to this intangible. 
The city conceded the existence of go- 
ing value, but did not recommend any 
separate allowance for this item. 

All parties seem to agree on the 
law relative to going value. A recital 
of the various decisions of the Su- 
preme Court of the United States or 
the supreme court of the state of Mis- 
souri is unnecessary, as they may all 
be summed up in the statement of the 
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Supreme Court of the United States 
that “there is an element of value in 
an assembled and established plant 
doing business and earning money 
over one not thus advanced.” Des 
Moines Gas Co. v. Des Moines, 238 
U.S. 153, 165, 59 L. ed. 1244, P.U.R. 
1915D, 577, 584, 35 S. Ct. 811; and 
other cases cited. The companies do 
not contest the view which this Com- 
mission has held in many recent cases 
that a separate allowance need not be 
made. All that is required is that the 
Commission, in arriving at the total 
fair value of the property, give con- 
sideration to the element of going 
value. Mr. Funk, who testified for 
the companies and who made the es- 
timate of the allowance for going 
value, contended that it should be ap- 
proximately 10.0 per cent. All the 


contentions of Mr. Funk, that the 
Union Company is a “utility property 


with customers attached and operat: 
ing, and making money, regardless of 
the rates charged,” and that it “has 
a greater value than one ready to op- 
erate but with no business attached,” 
are not contested. His further state- 
ment, that when “it (the Union Com- 
pany) can make money at low rates, 
such as ours, and still render excellent 
service, its value, both to the consumer 
and the company, is even greater,” is 
convincing that the Union Company 
has considerable going concern value. 
However, we see no reason for deviat- 
ing from our practice of not setting 
out separately the amount to be al- 
lowed for going value. In arriving at 
the fair value of the property we will 
consider this intangible, and will in- 
clude an allowance which, in our opin- 
ion, is justified by the evidence, and 
which is reasonable. 
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XV 
Fair Value 


We have set out hereinbefore in this 
report the original cost, the reproduc- 
tion cost, the percentages reflecting the 
physical condition of the companies’ 
properties in order to give considera- 
tion to the accrued depreciation, the 
present fair value of the companies’ 
lands, the segregation of the proper- 
ties used in public service, the addi- 
tions and betterments from the date 
of inventory to April 30, 1935, and 
December 31, 1935, and the trend in 
prices from the date of inventory to 
the various dates. We are of the opin- 
ion, after giving consideration to all 
the above and to the fact that the prop- 
erties are integrated and coordinated, 
with business attached, necessary rec- 
ords, and trained personnel, that the 
fair value of the various properties 
used and useful in public service on 
December 31, 1935, is as follows: 


Union Company 
Electric property 
Steam property 


$121,000,000 
4,000,000 


Total Union Company $125,000,000 
Cupples Company 


St. Charles Company 


XVI 


Annual Depreciation Allowance 


Mr. S. B. Nelson, chief engineer 
of the Commission, submitted esti- 
mates of the annual depreciation re- 
quirement of the companies. Mr. H. 
W. Ross, valuation auditor of the 
Union Company, and Mr. N. T. 
Veatch, Jr., of the firm of Black & 
Veatch, consulting engineers, of Kan- 
sas City, submitted estimates of the 
annual depreciation requirement on 
behalf of the companies. City engi- 
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neer Boyles used the Union Com- 
pany’s book figures, and allocated a 
portion of the amount shown therein 
to the city of St. Louis. 

The calculations of Mr. Ross and 
Mr. Veatch relative to the electric and 
steam heating properties of the Union 
Company exclusive of the Osage prop- 
erty and the 132-kilovolt transmission 
lines are based on the same theory but 
on book figures of different dates. Mr. 
Ross based his calculation on the ad- 
justed figures at April 30, 1935, and 
Mr. Veatch based his on unadjusted 
figures at December 31, 1935. Mr. 
Veatch also admitted that the theory 
or formula used for calculating the de- 
preciation requirement was new to 
him; was submitted to him by Mr. 
Ross, but used by him because he 
thought it was reasonable; that the 
basic data was given to him by the com- 
pany, and that he was unable to ex- 
plain discrepancies between his figures 
and those of Mr. Ross. Mr. Veatch 
also admitted that he did not make any 
detailed investigation of the accrued 
depreciation or the condition of the 
property because of limited time. It 
is, therefore, not necessary for us to 
discuss Mr. Veatch’s figures in detail 
nor to give them: any further consid- 
eration because the theory as well as 
the adjusted figures used by Mr. Ross 
are more in point. 

The recommendations for consider- 
ation before us are, therefore, as fol- 
lows: [Table of specific amounts 
omitted. ] 

Estimates for annual depreciation 
requirement of the electric properties 
of the Union Company plus the St 
Charles Company made by the com- 
panies’ and Commission’s engineers 
are approximately the same when the 
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deduction is made from the Commis- 
sion engineers’ estimate of the re- 
quirement for that portion of the 
property assignable to steam heat and 
estimated at $25,000. 

[42, 43] The methods of deter- 
mining these estimates were somewhat 
different. The Commission engineers 
based their estimate entirely on a 
study of the company’s retirements 
and determined that approximately 
3.0 per cent of the investment in de- 
preciable property should be allowed 
for annual depreciation. The com- 
pany’s estimate was determined by 
computing the average annual retire- 
ment as a percentage of the average 
annual investment in fixed capital, and 
then applying that percentage to the 
present investment in depreciable 
property and adding to that the aver- 
age annual accruing depreciation on a 
straight-line basis, and the acccruing 
obsolescence and inadequacy on a 
sinking-fund basis. The amount thus 
determined is somewhat higher than 
the amount the company has been 
setting aside for the retirement reserve 
during the last five years for the elec- 
tric property other than Osage and the 
132-kilovolt transmission lines. How- 
ever, it was pointed out during the 
hearing that the retirements for the 
1929-1935 period were somewhat be- 
low normal because of the depression, 
and that it may be expected that the 
average retirements in the future, and, 
therefore, the average credits to the 
reserve, will be larger than those set 
aside during the past 5-year period. 

We are of the opinion, therefore, 
that the calculations made by the com- 
panies which are substantiated both by 
the computations of the Commission 
engineers and the companies’ experi- 
[25] 
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ence are proper for the electric prop- 
erty, exclusive of Osage hydro, as well 
as the steam heating property. The 
Union Company will, therefore, be al- 
lowed to set aside annually $1,710,000 
plus 3.0 per cent of additions and bet- 
terments since April 30, 1935, to the 
electric property, exclusive of the hy- 
dro and 132-kilovolt transmission line 
but including the property of the St. 
Charles Company. Since the compu- 
tations on the Cupples Company are 
made on the same basis as those of 
the Union Company, we shall also al- 
low the Cupples Company to set aside 
$36,822 plus 3.0 per cent of additions 
from April 30, 1935, as its annual 
depreciation requirement. The esti- 
mate of the annual depreciation re- 
quirement for the steam heating de- 
partment should be $73,052 plus 2.0 
per cent of additions and betterments. 

The company and the Commission 
engineers recommended practically 
the same estimate of the annual re- 
quirement of the 132-kilovolt trans- 
mission lines, the former being $96,- 
000, and the latter being $90,000. 
There is no retirement record available 
against which this estimate can be 
checked, but since the computations 
were made on the basis of expected 
lives, and since the Commission and 
company engineers have approximate- 


ly the same estimate, we are of the 


opinion that the company should be 
permitted to set aside $95,000 for an- 
nual depreciation requirement for the 
132-kilovolt transmission lines. 

The estimates made by the Commis- 
sion engineers and the company for 
the Osage hydro property differ con- 
siderably, the former being $170,000 
and the latter being $420,000. The 
record shows that the amount set aside 
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by the company is based neither on 
experience nor on any computation of 
the expected life of the property, but 
is a sum which “represents the best 
judgment of the management based 
upon opinions of its accountants and 
engineers, and such studies as have 
been possible to make.” (Company 
Exhibit V, pp. 7-8, Trans. pp. 1095- 
1105.) 

The evidence shows that although 
the Osage hydro electric property is 
approximately four years old there is 
no observable accrued depreciation, 
and the Union Company’s engineer 
who inspected the property to de- 
termine if any accrued depreciation is 
present stated that though he could 
observe none he did estimate that not 
more.than $150,000 should be deduct- 
ed for the accrued depreciation. This 
is less than $40,000 per year. 

[44] The Commission engineers 
recommended that the annual depreci- 
ation allowance for the hydroelectric 
property be based on the sinking-fund 
method. The calculations were made 
by assuming lives of fifty years or less 
for the various component parts and 
using an interest rate of 4.5 per cent 
to determine the amount to be allowed. 
It was conceded that there is no evi- 
dence or historical data to permit any 
exact computations of the annual de- 
preciation requirement of the hydro- 
electric property. The company has 
already accumulated in its reserve for 
the Osage hydro property over $1,- 
500,000, or approximately 8.0 per cent 
of the depreciable property. Since in 
our determination of the fair value of 
the property we said that we would 
give major consideration to the orig- 
inal cost of the property and make no 
deduction for accrued depreciation, we 
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are of the opinion that the sinking- 
fund method is the proper one to use in 
the determination of the annual de- 
preciation requirement of the Osage 
hydro property. We are also of the 
opinion that such funds if set aside 
will reimburse the company to the 
full extent of its investment in the 
hydro property before the expiration 
of the permit to operate the property, 
and before the expiration of the es- 
timated life of the component parts. 
The lives assumed by the Commis- 
sion’s staff as shown in the evidence 
are, in our opinion, reasonable. We 
shall, therefore, permit the company 
to charge to operation expenses the 
sum of $170,000 for annual deprecia- 
tion requirement for the Osage hydro 


property. 
XVII 
Allocation of Common Property 


The engineers of the Commission, 
the Union Company, and the city are 
substantially in agreement on the al- 
location of property between the elec- 
tric and steam heating departments, 
and the allocation of the electric pow- 
er pool property between the St. Louis 
city and other rate areas. 

The power pool property was al- 
located by all parties on the following 
basis: [Table omitted. ] 

The common electric property, con- 
sisting of substations and feeders, 
was allocated by the Commission en- 
gineers on the basis of an analysis of 
the usage of each individual facility. 
The percentages vary. The company 
accepted the recommendations of the 
Commission engineers relative to 
these items. The city also adopted 
these apportionments. 

The jointly used property consisting 
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of office buildings and equipment, 
storehouses, garages, and transporta- 
tion equipment was also allocated on 
the basis of use. The only differences 
that exist between the Commission and 
company engineers’ allocations are in 
the treatment of the general office 
building, stores facilities, and the 
Page avenue service building. The al- 
location of the office building differs 
because the Commission engineers ex- 
cluded the space assigned to the ac- 
tivities of the Employees’ Mutual 
Benefit Association. Since we have 
reinstated the facilities used for wel- 
fare and recreational activities of the 
Employees’ Mutual Benefit Associ- 
ation, the difference in the allocation 
of the general office building disap- 
pears. The allocation of general 
stores property differs because the 
company engineers allocated it on the 
basis of stock issues whereas the Com- 


mission engineers allocated it on the 
basis of stock balances. There are also 
differences in the percentages used 
in allocating utility shops and service 


buildings. Although the percentages 
at the various locations differ, the al- 
location of the total involved does not 
differ appreciably, and it does not mat- 
ter materially which apportionment 
basis is adopted. We shall, therefore, 
use the allocation made by the Com- 
mission engineers. 

The Commission engineers applied 
the various percentages to all items of 
property, including land, general over- 
heads, and working capital, to de- 
termine the amounts in dollars as- 
signable to the various rate areas. 
These are shown in detail in Exhibit 
CE-7. The percentages of electric 
property obtained by comparing the 
amounts assigned to the various rate 
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areas with the total estimate of the 
cost of reproduction and cost of re- 
production less depreciation, with and 
without overheads, and with working 
capital added, are as follows: [Table 
omitted. ] 

The segregation by the Union Com- 
pany of its electric property, exclu- 
sive of working capital and going 
value, between St. Louis and the out- 
lying divisions is shown on pages 5 
and 6 of Exhibit Y. Relating the 
amounts assigned to St. Louis and the 
outlying divisions, respectively, to the 
total electric property, the computed 
percentages are as follows: [Table 
omitted. ] 

[45] Allocations, being based on 
usage, change with usage. Percent- 
ages determined at any given time may 
not hold when tested at another time. 
We are of the opinion, therefore, that 
refinements in the percentages of allo- 
cations used are unnecessary. Sound 
judgment based on the studies avail- 
able should dictate the proper per- 
centages to be used. In testing the 
reasonableness of the earnings of the 
Union Company by rate areas at April 
30, 1935, and December 31, 1935, we 
believe the following allocation of the 
fair value of the electric property to 
be reasonable : 


a SE CE hss cadaseeeee esas 
St. Louis county 

Franklin county 

St. Charles county 

Jefferson county 

St. Francois county 


XVIII 
Revenues and Expenses 
The Commission accountants audit- 
ed the books of the company to de- 
termine the operating revenues and ex- 
penses exclusive of annual deprecia- 
tion requirement for the year ended 
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April 30, 1935. (Commission Ac- 
countants’ Exhibit A-1, A-3, and 
A-4.) In computing the net available 
for return the Commission account- 
ants used book figures for annual de- 
preciation requirement. These should 
be replaced by our finding. The city 
of St. Louis made no independent 
audit of the company’s books, but ac- 
cepted the audit of the Commission 
accountants for the electric property 
serving the city of St. Louis. The 
company reviewed the audit made by 
the Commission accountants, and 
made certain adjustments by reinstat- 
ing certain eliminations and adjust- 
ments made by the Commission ac- 
countants, and including the reduction 
in rates that became effective during 
the period of the audit. The details 
of the reinstated eliminations and the 
adjustments made by the companies 
and their adjusted statement of reve- 
nues and expenses are detailed in Ex- 
hibit S. 

The operating revenues and ex- 
penses for the year ended April 30, 
1935, shown in the Commission ac- 
countants’ report and in the adjusted 
statement submitted by the companies, 
are as follows: [Tables omitted. ] 

The city of St. Louis accepted the 
Commission accountants’ audit with- 
out any adjustments. 

We will discuss herewith the pro- 
priety of the various adjustments made 
by the companies in operating rev- 
enues 3° 


1. Rentals eliminated from operating 
revenues—$620. 
[46] The Commission accountants 





8 [Editor’s Note.—Certain paragraphs con- 
taining fact findings on the evidence and dis- 
cussion of matters not decided are omitted for 
lack of space.] 
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eliminated rentals on the Lewis street 
lot, amounting to $500, and the Les- 
perance substation site, amounting to 
$120, from operating revenues be- 
cause the land was classified by the 
Commission engineers as not used in 
public service. Since in our findings 
we have so classified these parcels of 
land we are of the opinion that the 
$620 should not be reinstated in op- 
erating revenues. 


5. Dues and donations—$8,818.46. 
[47] The items eliminated, which 
aggregate to the above sum, consisted 
of dues, donations, and memberships, 
and are detailed in Companies’ Exhibit 
S, page 8. The eliminations were 
made in accordance with the estab- 
lished practice of this Commission. It 
is contended that it is beneficial to the 
companies to maintain memberships 
in the various organizations involved. 
We are of the opinion, however, that 
the benefits inuring to the stockhold- 
ers far out-weigh those inuring to the 
consumers. Though we concede that 
there is some merit to the contention 
of the company that some of the items 
should have been treated as operating 
expenses, the amount involved is small, 
and would not affect the result in this 
case since there is no revision of rates 
contemplated at this time. In any 
future rate case the Commission will 
consider the various items separately. 


7. Public ownership advertising—$11,- 
747.22. 

[48] The Commission accountants 
eliminated the Union Company’s pro- 
portion of expenditures for advertis- 
ing dealing with the question of the 
public ownership of utilities. The 
company contends that this expendi- 
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ture is justified because it was made 
to protect its property, and that it is in 
the interest of its customers because 
its purpose was to prevent loss of ter- 
ritory which may eventually increase 
the cost of service. We cannot agree 
with this point of view. There is no 
proof of any disadvantage to the con- 
sumers if the utility serving these con- 
sumers is a publicly owned rather than 
a privately owned utility. The pur- 
pose of this advertising is, primarily, 
to protect the investors, and, there- 
fore, should be borne by the investors. 
We shall, therefore, not reinstate this 
item. 


8. Uncollectible accounts—$7,880. 

[49] The Commission accountants 
determined the amount to be set aside 
for uncollectible accounts on the basis 
of the average losses for the period 
1930-34, inclusive. The company 
contended that the actual losses during 
the period of the audit should have 
been included, and that this amount 
exceeds the amount set aside by $7,- 
880. Mr. Cornett did not testify, as 
stated in the brief, that he would have 
included the actual amount if that 
figure had been available, but rather 
that he would have given it some con- 
sideration. We believe it reasonable 
that, in arriving at the amount to be 
set aside for uncollectible accounts, an 
average rather than the experience of 
one year should be used because rates 
are set for future years and not for 
the past. We will, therefore, not rein- 
state this amount. 


11. General expenses apportioned to 


merchandising 
$24,266.68. 

[50] The Union Company con- 

tends that the Commission account- 


department— 
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ants apportioned $24,266.68, rep- 
resenting a portion of the ex- 
penses of general office departments, 
to merchandising even though these 
expenses would have been incurred 
if no merchandising activities were 
carried on by the company. Per- 
haps the company’s contention is 
correct, but if such a position were 
taken it might also be said that 
no part of the general office expenses 
should be allocated to either the St. 
Charles Company, the Cupples Com- 
pany, or the steam heating department, 
because there might have been no de- 
crease in the general expenses even if 
these had disappeared. We are faced 
with the actual conditions. The com- 
pany does maintain a merchandising 
department, and it cannot be denied 
that a part of the expenses are prop- 
erly assignable to it. That is an ac- 
ceptable accounting practice. We 
shall, therefore, not reinstate this 
item. 


13. Disputed taxes—$237,204.67. 
The Union Company’s Federal in- 
come tax returns have been in a dis- 
puted state because the Treasury De- 
partment disallowed some of the com- 
pany’s claims. If this disallowance is 
sustained the company will have to 
pay an additional sum of $237,204.67 
in taxes and interest applicable to the 
audit year. It is not possible for us, 
at this time, to state whether the com- 
pany is or is not entitled to this as ad- 
ditional operating expenses. It is 
true that the company is taking a con- 
servative attitude in setting up a re- 
serve for this sum and treating it as 
operating expenses. If we were con- 
cerned with a possible rate reduction 
we would have to pass upon the com- 
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pany’s position. This, however, is not 
the case. The actual disposition of 
this item by the Treasury Department 
will be the best evidence at any future 
time, and, therefore, we see no reason 
for reinstating this item at this time. 


16. Corporation franchise and capital 
stock taxes—$5,899.31. 


The Commission accountants elim- 
inated the above amount because it 
was assignable to property classified 
as not used. By reason of a change in 
the classification, Mr. Cornett admit- 
ted that $1,404.52 of this item should 
be restored. The balance is assigna- 
ble to the property which the company 
claims should be reinstated but which 
we haye determined should not be con- 
sidered used and useful. We shall, 
therefore, reinstate only the $1,404.52, 
but shall not reinstate the remaining 
$4,494.79. 

By reason of the adjustments dis- 
cussed hereinbefore, the company’s 
operating expenses should be increased 
$1,876.01, and the operating expenses 
of the St. Charles Company should be 
increased $1,357.83. The company 
will also be permitted to charge op- 
erating expenses with $7,290 for 
amortization of the cost of the St. 
Joseph Lead Company power contract, 
for reasons stated supra. 


17. Distribution of taxes between city 
of St. Louis and outlying divi- 
sions—$149,096.81. 


The company contends that in the 
determination of the operating ex- 
penses assignable to the city of St. 
Louis, the Commission accountants 
erred in the allocation of distributable 
property taxes, and understated the 
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amount properly assignable to the city 
of St. Louis by the sum of $149, 
096.81. Mr. Cornett conceded that 
the company’s theory is correct, but 
that the amount which he estimates 
should be restored is $139,874.80, 
The company admits that the differ- 
ence is of no importance. In deter- 
mining the operating expenses for the 
city of St. Louis the increase in taxes 
assignable to it should be included. 

The company also submitted an 
exhibit showing the revenues and ex- 
penses for the year ended December 
31, 1935. This statement was pre- 
pared from the books of the company, 
and was adjusted by applying the same 
eliminations and adjustments that 
were made by the Commission ac- 
countants in their audit of the year 
ended April 30, 1935. The operating 
revenues and expenses for the year 
ended December 31, 1935, on the 
Commission accountants’ basis are as 
follows: 

[Tables omitted show for Union 
Company net available for deprecia- 
tion and return $8,004,949.15 in the 
electric department and $201,231.14 
in the steam property ; for the Cupples 
Company net available for deprecia- 
tion and return $60,663.42; for the 
St. Charles Company net available for 
depreciation and return $9,461.47 ; for 
the Union Company electric depart- 
ment, city of St. Louis, net available 
for depreciation and return $5,711,- 
810.62. ] 

The adjustments applicable to the 
Commission accountants’ audit of 
revenues and expenses for the year 
ended April 30, 1935, are also ap- 
plicable to the operating revenues and 
expenses for the year ended Decem- 
ber 31, 1935. 
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XIX 
Conclusions 


[51] There is considerable evidence 
before us as to the reasonable rate of 
return that the companies are entitled 
to receive on the fair value of their 
properties. The discussion, however, 
can be labeled as purely academic, as 
rates are not an issue at the present 
time. Although these cases originat- 
ed by reason of a formal request by 
the city of St. Louis for a reduction 
of rates, the evidence shows, and all 
parties admit, that the companies have 
put into effect a number of rate re- 
ductions far beyond the one requested 
by the city at the time these cases were 
instituted. The record is also clear 


that the companies do not at this time 
request any upward adjustment in 
rates, and the city expressed entire 
satisfaction with the existing sched- 


ules. The earnings of the companies, 
as shown in the audited statements at 
April 31, 1935, and December 31, 
1935, when compared with the fair 
value of the properties at those dates, 
indicate conclusively that the com- 
panies are not earning an excessive 
return at this time. There is no mo- 
tive, therefore, for a determination of 
the lawful or reasonable rate of return. 
As a practical matter, what consti- 
tutes a reasonable rate of return is 
variable, bounded by a ceiling above 
which the return would be considered 
so excessive as to justify a reduction 
in rates, and a bottom which would 
limit any reduction in rates against 
the wishes of the utility company with- 
out the regulatory body being guilty 
of confiscation. However, even the 
limits of this variable change with 
changing conditions. As the United 
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States Supreme Court stated in Unit- 
ed R. & Electric Co. v. West, 280 U. 
S. 234, 249, 74 L. ed. 390, P.U.R. 
1930A, 225, 228, 50 S. Ct. 123: 
“A rate of return may be reasonable 
at one time and become too high or 
too low by changes affecting oppor- 
tunities for investment, the money 
market, and business conditions gen- 
erally.” At any future time, if we are 
again confronted with a determination 
of the reasonableness of the rates 
charged by the companies we shall 
specify the limits which we deem rea- 
sonable at the time of investigation. 
We see no reason, therefore, at this 
time to go beyond the conclusion that 
the companies are not earning an ex- 
cessive return. 

We do recognize, however, that the 
Union Company and its affiliates are 
operated efficiently, that the service is 
satisfactory, and that the rates charged 
are among the lowest in the country. 
The companies should be commended 
for pursuing a policy of reducing 
rates to promote increased use of elec- 
tricity through new outlets and more 
diversified application, notwithstand- 
ing the fact that the return at times 
is less than that legally permissible. 
Such a policy will insure favorable 
public relations, and will strengthen 
the companies’ position, making it pos- 
sible to refund securities at lower rates 
of interest with the resulting increase 
in dividends to the holders of the com- 
mon stock, who, in the final analysis, 
are the entrepreneurs in the public util- 
ity field. Much credit is due to the 
management of the companies for its 
skill and broadness of view in its con- 
duct of the utility business. We would 
only suggest that in the near future 
some plan be devised whereby rates 
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would be adjusted periodically on a 
sliding scale, permitting the consum- 
ers and the companies to share equita- 
bly the rewards accruing from the in- 
creased use of the companies’ facilities 
by the consumers, and the increased 
efficiency in the operation of these fa- 
cilities by the management. 

An order establishing the fair value 
of the properties and the proper an- 
nual depreciation allowance will be is- 
sued in conformance with the views 
and conclusions set out in this report. 

The Scottish Rite Cathedral Asso- 
ciation entered its appearances in 
these cases and complained of dis- 
crimination in the rates charged the 
association when compared with the 
rates charged similar users. Matters 


of this nature are, in our opinion, 
handled more effectively by conference 
with our rate expert in the electrical 
department than by order. 


There is 
no evidence before us to enable us to 
compare the rates charged a particular 
consumer with the other rates on file. 
We shall, therefore, direct that the 
complaint of the Scottish Rite Ca- 
thedral Association be severed from 
the proceedings now before us. 


Anderson and Ferguson, Commis- 
sioners, dissent in separate opinion. 


ANDERSON, Commissioner, dissent- 
ing: I dissent from the views ex- 
pressed in the finding and order and 
concurred in by the majority of the 
Commission as to the disposition of 
the complaint filed on behalf of the 
city of St. Louis recorded as Case No. 
5905, which, for simplification, was 
consolidated with Case No. 7593. 

The proper disposition of the con- 
solidated causes should only have been 
a finding of depreciation annuity, and 
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the inventory, appraisal, audit, and di- 
rect testimony filed on behalf of the 
city of St. Louis, and the direct tes- 
timony filed on behalf of the defendant 
company and all reports made perma- 
nent records in this cause, so as to have 
followed the precedent heretofore es- 
tablished by this Commission in sim- 
ilar causes of action. 

In order that my position may be 
entirely clear, I wish to review some- 
what in detail the facts and law ap- 
plicable to the proper determination 
of said matter, and I express my views 
in the following dissenting opinion : 

This cause was originally brought 
before the Commission by a complaint 
filed by the city of St. Louis recorded 
as Case No. 5905. That complaint, 
filed June 4, 1928, alleged that the 
Union Electric Light and Power Com- 
pany was earning an excessive rate of 
return on the fair value of the prop- 
erty used and useful in rendering elec- 
tric service to the public. It also re- 
quested that a complete inventory and 
appraisal of the property be made to 
ascertain the fair value of the property 
devoted to public use in order to de- 
termine whether or not the rate of 
return was excessive. 

The Commission later instituted a 
proceeding on its own motion, which 
was styled Case No. 7593. Subse- 
quently Case No. 5905 and Case No. 
7593 were, for simplification, con- 
solidated. The purpose of the two 
cases being to determine whether or 
not the rate of return on the fair value 
of the property was excessive. 

The Commission directed its en- 
gineering department to make an in- 
ventory and appraisal of the com- 
pany’s properties, and its accounting 
department to make an audit of the 
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company’s books and records, which 
inventory and appraisal and audit 
were made and properly and legally 
filed with the Commission. 

On June 1, 1936, the city of St. 
Louis filed its direct testimony and 
exhibits, which disclosed that the de- 
fendant company was not making an 
excessive rate of return. 

Previous to the filing of the testi- 
mony and exhibits on behalf of the 
city of St. Louis the defendant com- 
pany filed a motion with the Commis- 
sion on May 16, 1936, in which it was 
alleged that the company was earning 
a rate of return on the fair value of its 
property less than the rate to which it 
was entitled under the law. This mo- 


tion also requested that the Commis- 
sion make all the records filed in the 
cause of action part of the record prop- 
er and not set the cause down for a 
hearing because no benefit could ensue 


to the body public in view of the fact 
that it was not making a legal rate of 
return. This motion was set down 
for hearing before the Commission on 
June 4, 1936. On that date there was 
a hearing had on the same before the 
Commission en banc. 


After the hearing on said motion a 
report and order was issued by the 
majority of the Commission in which 
the motion was overruled. A minor- 
ity opinion as to the disposition of 
said motion was issued, stating, in ef- 
fect, that the motion should be sus- 
tained in part as nothing was to be 
accomplished by proceeding with the 
hearing inasmuch as the company was 
not making a legal rate of return, and 
that a depreciation reserve could be 
determined from the inventory and 
appraisal and audit, also from the tes- 
timony filed on behalf of the city of 
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St. Louis, which showed as nearly as 
possible the original cost, reproduction 
cost, and the reproduction cost de- 
preciated of the company’s properties. 

In the majority opinion it is found 
that the company is not making a legal 
rate of return, but the opinion pro- 
ceeds to make a finding of fair value 
of the used and useful property with- 
out a finding of a fair rate of return. 

The finding of fair value is the 
principal feature of the majority opin- 
ion with which I cannot agree, because 
it is contrary to the principle estab- 
lished by the Commission in Case No. 
6169 in the matter of the audit of the 
books and appraisal of the Missouri 
Power & Light Company, as in that 
cause it was held by the eminent jurist 
who wrote the opinion, which was is- 
sued by the Commission on December 
6, 1934, that a finding of fair value 
was not necessary. For me at this 
time to attempt to add to what was 
said therein would only be a work of 
supererogation. In that case it was 
deemed evident that there could be no 
rate reduction, as the company was 
not making an excessive rate of re- 
turn, and the matter before the Com- 
mission at that time was of a nature 
identical with the present case at bar. 
The Commission in disposing of that 
cause also dismissed the valuation pro- 
ceedings. 

The following excerpts appear in 
the above-mentioned opinion: 

“Upon examination of the appraisal 
and audit made by the Commission’s 
engineers and accountants and prior 
to the actual filing of this report, the 
Commission was convinced that a sub- 
stantial rate reduction should be made 
by the company. 

“With the hope of avoiding an ex- 
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tended hearing and the delays incident 
thereto, the Commission took up the 
matter of a reduction with the com- 
pany as an informal matter. As a 
result of conferences between the 
Commission and the company’s rep- 
resentatives the company agreed to 
file a new schedule of rates reducing 
its annual revenues approximately 
$265,706. The new rate schedules 
have now gone into effect all over the 
system,” 

Following the above finding the 
Commission ordered: 

“That the inventory, appraisal, and 
audit heretofore made and reports 
heretofore filed be preserved as per- 
manent records of the.Commission.” 

The case was dismissed. The date 
of that ruling was September 6, 1934. 

The following is also a parallel 
case: 

Public Service Commission v. Em- 


pire District Electric Company, Elec- 
tric Utilities Company, Ozark Power 
& Water Company, and Lawrence 
County Water, Light, Heat & Cold 


Storage Company. Proceedings in- 
stituted by the Public Service Com- 
mission to determine the present fair 
value of the properties of said com- 
panies. In this case, instituted on 
November 2, 1927, the Commission 
did not find and fix a value of the 
property, after hearing was held and 
records introduced, including the in- 
ventory and appraisal reports of the 
Commission’s engineers and account- 
ants. 

A perusal of the Commission’s find- 
ings in the above case discloses the 
following : 

“The record, including all appraisals 
and audits and other exhibits filed 
herein, shall be made a permanent rec- 
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ord of this Commission for further 
use in considering the valuation of 
the properties here in question. 

“The Commission retains jurisdic- 
tion of this case to make, upon further 
hearing and further consideration, 
any orders respecting the fair value 
of the properties now or hereafter 
owned by the companies named in the 
caption after further consideration by 
the Commission.” 

In that case no rates were ordered 
reduced. The order, which was issued 
on August 6, 1935 (10 P.U.R.(N.S.) 
302, 320) contained a direct provision 
that the defendant company should set 
up a retirement reserve. 

Similarly, the defendant in this 
cause, the Union Electric Light, Heat 
& Power Company and its affiliates, 
has been brought before us, first, by 
the city of St. Louis, and, second, by 
the Commission’s own motion. The 
city complains of high and unreason- 
able rates. After the initiation of the 
case on the city’s complaint and the 
consolidation of the same with the 
Commission’s case, the company vol- 
untarily reduced its rates approxi- 
mately $2,000,000. Of that amount 
$1,200,000 applied to the city of St. 
Louis. 

At the hearing on the motion in this 
cause of action the city admitted that 
the defendant company was not earn- 
ing a legal rate of return, stating, fur- 
ther, that it was satisfied and willing 
for it to have a much higher rate of 
return if the same could be obtained 
under extension of customers’ usage 
and economic operation; that the rate 
of return allowed any utility should 
be based, to a certain extent, upon the 
efficient operations of the utility; and 
that where any utility is being operated 
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in an efficient manner it is entitled to 
credit for such efficient operations. 

Since the defendant company is not 
earning an excessive rate of return it 
would necessarily follow that the 
Commission as a regulatory body 
would be brought to the altar of jus- 
tice and reasoning to ascertain if a nu- 
gatory act by the finding of fair value 
could in any wise be warranted, and 
it is conclusive that the same could 
only be a negative, unjustified finding. 

Since the Commission is a creature 
of statute it necessarily must travel 
only in a statutory orbit. The only 
power and authority with which it is 
vested as a regulatory body is desig- 
nated by the statute that created it; 
consequently, it is compelled to follow 
the statute in the exercise of its juris- 
diction. 


Under § 68 of the General Regu- 
latory Act, or § 5189, Rev. Stats. of 


Missouri, 1929, it is an unimpeachable 
fact that under the title or heading of 
this section there are two underlying 
factors that the Commission must con- 
sider when a statutory complaint has 
been lodged with it, namely: safe and 
adequate service; and, second, just 
and reasonable rates. The complaint 
filed on behalf of the city of St. Louis 
in the instant case does not allege that 
the utility services rendered by the 
defendant company are not safe and 
adequate services. And with refer- 
ence to the other feature, just and rea- 
sonable charges or rates, giving due 
weight and just consideration to the 
finding in the majority opinion, it is 
incontrovertible that the rates of the 
defendant company are just and rea- 
sonable—or, in effect, the defendant 
company is not making an excessive 
rate of return. While as a matter of 


law this Commission is not a court, 
nor does it possess the prerogatives of 
a judicial tribunal, for it to properly 
function as a regulatory body it is 
necessary that it construe not only the 
legislative enactments that created it 
but what power and authority it has 
under said legislative fiat. 

Relative to the phase of the com- 
plaint of the city demanding a rate 
reduction of $700,000, the same has 
been satisfied by action of the defend- 
ant company in voluntarily reducing 
its electric rates $2,000,000. As to 
the matter of safe and adequate serv- 
ice, no complaint relative thereto was 
raised by the complainant city. In 
substance, under the legislative fiat 
heretofore mentioned the two major 
factors which might, as a matter of 
law, be deemed issues in a complaint 
of such character have been met by 
the defendant company. And since 
such disposition has been made of the 
matter, and since there can be no rate 
reduction, there is nothing to warrant 
the Commission in determining the 
case at bar to do other than follow the 
precedent heretofore established by it 
in the cases of the Missouri Power & 
Light Company, supra, and the Em- 
pire District Electric Company, supra. 
The majority opinion does not in any 
way confute or attempt to set aside 
the holdings of the Commission in 
either of the antecedental cases men- 
tioned, but it announces a principle 
which is contrary to the ruling of the 
Commission in those causes of action, 
and the opinion concurred in by the 
majority of the Commission embraces 
findings which are in direct conflict 
with the cardinal principle announced 
by the Commission in the aforemen- 
tioned cases. 
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In the case at bar the inventory and 
appraisal, the audit, and all of the 
testimony and exhibits offered on be- 
half of the city are part of the record 
proper, which documents afford the 
Commission the historical cost, repro- 
duction cost, and reproduction cost de- 
preciated of the used and useful prop- 
erty of the defendant company de- 
voted to public service, thereby en- 
abling the Commission to ascertain 
and set a depreciation annuity by the 
same method adopted and applied in 
the Empire District Company Case. 

The defendant company has no se- 
curity issues pending before the Com- 
mission at the present time. How- 
ever, in the event such proceedings 
should be occasioned the Commission, 
being apprised of the reproduction cost 
and reproduction cost depreciated of 
the used and useful property devoted 
to utility services, and taking into ac- 
count the company’s present security 
issues, would be able to pass upon any 
security issue with which it might be 
confronted, and, therefore, in this in- 
stance the finding of fair value is a 
nugatory act which fails to add any 
material thing to the majority opinion. 
It is conclusive that the finding of fair 
value in this case is in no way bene- 
ficial to the patrons or customers of 
the defendant company, as by its de- 
termination it only discloses that the 
company is not making a legal rate of 
return. And by its own evidence the 
company has made it clear that it does 
not wish to increase its rates, being 
at the present time satisfied with its 
rate structure, especially in the light of 
the fact that it considers its low rates 
a contributing factor to the friendly 
relations it now enjoys with its users 
or the body public. 
17 P.U.R.(N.S.) 


Of course, if the finding of fair 
value were like the “deacon’s one-hoss 
shay,” which is one hundred per cent 
useful until it falls to pieces, the Com- 
mission would be justified in finding a 
fair value in the instant case. But 
since there is no rate reduction called 
for, and in view of the fact that the 
used and useful property of a public 
utility depreciates more rapidly during 
its latter life than in the earlier years, 
and also due to the acquirement of ad- 
ditional customers which would in- 
crease the load of the utility, additions 
and betterments to the physical prop- 
erties are required, which then neces- 
sitate retrials. 

Another factor that must be given 
consideration is the changing of price 
trends. In substance, a finding of fair 
value is only determinative of the 
amount of used and useful property 
in dollars and cents when the same has 
been so found, or at the present time. 

From the conclusions heretofore 
reached it should be understood by all 
parties concerned that it is not the in- 
tention to preclude any community 
served by the defendant company 
from calling to the Commission’s at- 
tention in a proper manner any mat- 
ter relating to the rates, charges, and 
services given by the defendant com- 
pany. It becomes necessary, also, that 
the Commission should issue an order 
making the inventory, appraisal, audit, 
and direct testimony filed on behalf of 
the city of St. Louis and the defendant 
company, and any and all reports in 
this cause, permanent records of the 
Commission, the Commission to re- 
tain full and complete jurisdiction of 
this proceeding, with said records 
available for adequate and necessary 
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information as to the detailed owner- 
ship and operation of the defendant’s 
properties in question ; also as author- 
itative information for use in passing 
upon security issues, the ascertainment 
and disposition of disputed questions 
of ownership, ‘determination of the 
usefulness of the properties, and for 
setting annual depreciation reserves, 
and also find the same. But the find- 


ing of fair value, as heretofore stated, 
can only be treated and classified as a 
nugatory act since there is no rate re- 
duction and the company is not mak- 
ing an excessive rate of return, and it 
should have been accordingly so 
ordered. 


Ferguson, Commissioner, concurs 
in this dissent. 
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Re Alabama Natural Gas Corporation 


[Non-Docket No. 1079.] 


Rates, § 373 — Low-cost plan — Residential gas service. 
A low-cost rate plan for residential gas service was approved, to include 
a present rate, an inducement rate, and an objective rate, the schedules 
resulting in a reduction of monthly gas bills of all customers using gas in 
excess of 300 cubic feet and not affecting any customer adversely. 


[February 11, 1937.] 


| i gaeerog for approval of revision of gas rates for domestic 
use in Auburn, Heflin, Leeds, Opelika, Reform, Talladega, 
Tuskegee, and Wetumpka; petition granted. 


By the Commission: The peti- 
tioner, Alabama Natural Gas Corpo- 
ration, purchases and distributes nat- 
ural gas in the above-named cities 
and towns, including the environs 
thereof. 

The petitioner filed with the Com- 
mission on Feb. 10, 1937, a revised 
schedule of rates for domestic gas 
service. The new schedules will re- 
duce the monthly gas bills of all cus- 
tomers using gas in excess of 300 
cubic feet and will affect no custom- 
er adversely. The savings to these 
customers will vary in proportion to 
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their monthly use. The new present 
rate, applied to the past twelve 
months’ business of petitioner, re- 
duced the revenues of that period 
$6,500 and the new objective rate 
similarly applied, produces a revenue 
reduction of $15,000. 

This schedule of rates is to be 
known as the “Low-cost Rate Plan 
for Residential Gas Service.” In ad- 
dition to the above savings afforded 
to those customers who will be served 
on the new present rate, a new in- 
ducement rate becomes available to 
those customers desiring to increase 
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their monthly use of gas service for 
domestic purposes. This rate plan is 
similar to objective rate plans now in 
effect in other parts of the state, and 
which have been successful in pro- 
moting additional use of gas at less 
cost per thousand cubic feet to the 
customers. Under this rate plain, 
residential gas customers in Auburn, 
Heflin, Leeds, Opelika, Reform, Tal- 
ladega, Tuskegee, and Wetumpka 
will secure their gas for residential 
use under the same rates as residential 
customers now pay for natural gas 
service in such cities as Montgomery 
and Mobile. There is attached here- 
to, as Exhibit “B,” a table showing 
a comparison of the present and new 
gas rates under various monthly 
uses. 

The new rates have been worked 
out in a series of conferences be- 
tween the Commission and represent- 
atives of petitioner. It is believed 
that these lower rates will make it 
possible for the public to materially 
increase its use of the gas service and 
that the rate plan ultimately will com- 
pensate petitioner for its immediate 
loss in revenue. 

The Commission has given con- 
sideration to the proposed rate sched- 
ule and finds its provisions consist- 
ent with the public interest and it is, 
therefore, approved. 


Alabama Natural Gas Corporation 
Low-Cost Rate Plan for Residen- 
tial Gas Service 


Available 


Available as a low-cost rate plan 
to any consumer using the company’s 
natural gas service in a residence 
only. 

17 P.U.R.(N.S.) 


Rates 


Present rate 
First 300 cu. ft. or less 
used per month . 
Next 2,700 cu. ft. per mo. .. 
— Tine * a 


over 20000 “ “ * © 
Inducement rate 
Sixty (60¢) cents per M cu. ft. 


Objective rate 
First 300 cu. ft. or less 
used per month ... $1.25 $1.35 
Next 2,700 cu. ft. per mo. .. 1.00 1.10 
— tae | * So 70 
All 
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Minimum Monthly Charge 


The minimum monthly charge on 
all the above rates will be $1.25 net 
and $1.35 gross. 


Prompt Payment Discount 


The difference between the net and 
gross rates stated above shall consti- 
tute the discount for payment within 
ten days of date of bill. No discount 
applies to gas billed under the In- 
ducement Rate. 


Application of the Rate Plan 


1. The base use for any customer 
for any month shall be the number of 
cubic feet of gas used during the cor- 
responding billing month of the year 
1936. 

The base use for any customer who 
did not take service for the full cal- 
endar year 1936, will be the monthly 
use during the corresponding billing 
month of the first twelve consecutive 
months subsequent to January ‘1, 
1936. In no case shall the base use 
be less than 300 cubic feet. 

2. No base use will be established 
on less than one full billing month’s 
service, 
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3. The present rate will apply to 
all gas consumption equal to or less 
than the base use as established above. 

4. The inducement rate will apply 
to all gas used in excess of the base 
use until the monthly bill under the 
present rate plus the inducement rate 
is less than the charge for the same 
number of cubic feet billed under the 
objective rate. 

5. The objective rate will apply 
when the monthly billing under the 
present rate plus the inducement rate 
is less than the charge for the same 
number of cubic feet billed under the 
objective rate. 

When a customer’s monthly bill on 
the present rate or on the present rate 
in combination with the inducement 
rate exceeds the charge for 10,000 
cubic feet under the objective rate, 
billing will be made according to the 
objective rate subject to a minimum 
charge equal to the charge for 10,- 
000 cubic feet under the objective 
rate. 

When 80 per cent or more of the to- 


tal residential customers being served 
by the Alabama Natural Gas Corpora- 
tion have increased their use of serv- 
ice to the point where they have been 
billed on the objective rate for six 
consecutive months, then the objective 
rate is to become the residential rate 
of the company, applicable to all resi- 
dential customers, regardless of their 
consumption. The objective rate 
will become the residential rate be- 
ginning with the first billing period 
after the six months’ period specified 
above, and the present rate and in- 
ducement rate will no longer apply. 


Heating Standards 


The above rates are based on the 
maintenance of an average heat unit 
standard of 960 B.T.U. per cubic foot 
of gas determined as set out in Ala- 
bama Public Service Commission’s 
General Order No. 14 and subject to 
allowable variance as stated in said 
order. 

Effective on bills rendered on and 
after February 21, 1937. 





OREGON PUBLIC UTILITIES COMMISSIONER 


Re Southern Oregon Gas Corporation 


[No. 5506-G-57, P.U.C. Or. Order No. 4070.] 


Expenses, § 46 — Contributions. 


1. It is contrary to public interest to permit contributions by a public utility 
company to community chests, Red Cross, and Salvation Army to be 
charged to operating expense account, and the same, if made, should be 
charged to an account for miscellaneous debits to profit and loss, p. 400. 


Expenses, § 84 — Payments to affiliated interests — Failure to obtain Commission 


approval. 


2. A proposed payment by an electric utility company to an affiliated in- 
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OREGON PUBLIC UTILITIES COMMISSIONER 


terest for services rendered should be disallowed as a charge to operating 
expenses until such time as the Commissioner has made a determination 
in accordance with § 2 of Chap. 441, Oregon Laws 1933, which provides 
that no public utility doing business in the state can enter into a contract 
with an affiliated interest for the furnishing of services unless such con- 
tract shall have been first submitted to the Commissioner and approved 


by him, p. 400. 


[February 16, 1937.] 


oo of proposed budget of expenditures; certain ex- 
penditures disapproved. 


WALLACE, Commissioner: The 
Southern Oregon Gas Corporation has 
filed its proposed budget of expendi- 
tures for the year 1937. The said 
budget has been examined into and 
investigated. 

[1] It is proposed therein to make 
the following contributions and charge 
the sanie to Operating Expense Ac- 
count 781.32: 


Community Chests 
Red Cross 
Salvation Army 


It is contrary to public interest to 
permit said contributions to be 
charged to Operating Expense Ac- 
count 781.32, and the same, if made, 
should be charged to Account 504, 
Miscellaneous Debits to Profit and 
Loss. 

[2] Said budget further provides 
for a payment to Republic Mutual 
Service Company of San Francisco, 
California, an affiliated interest, of the 
sum of $2,100 for services to be ren- 
dered during the year 1937. The 
Commissioner is not informed as to 
the kind and extent of the services to 
be rendered by the said Republic 
Mutual Service Company, the need 
for any of such services by the South- 


ern Oregon Gas Corporation, or 
whether the amount of $2,100 rep- 
resents the estimated cost to the Re- 
public Mutual Service Company of 
rendering such services to the South- 
ern Oregon Gas Corporation. 

Section 2 of Chap. 441, Oregon 
Laws 1933, provides that no public 
utility doing business in the state of 
Oregon can enter into a contract with 
an affiliated interest for the furnish- 
ing of services by such affiliated in- 
terest unless such contract shall have 
been first submitted to the Commis- 
sioner and approved by him. No such 
contract has been filed with the Com- 
missioner for approval by the South- 
ern Oregon Gas Corporation. The 
Commissioner is therefore of the 
opinion and finds that the proposed 
payment of $2,100 to the Republic 
Mutual Service Company in the year 
1937 should be disallowed as a charge 
to operating expenses until such time 
as the Commissioner has made a de- 
termination in accordance with said 
§ 2 as to the fairness and reasonable- 
ness of the proposed contract between 
the said Southern Oregon Gas Cor- 
poration and the Republic Mutual 
Service Company. 

Sixty days have not elapsed since 
said proposed budget was filed. 





17 P.U.R.(N.S.) 
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Central Arizona Light & Power 
Plans Steam Plant Addition 


ENTRAL Arizona Light & Power Company’s 
c construction program for the year 1937, 
involving expenditures of $815,000, is the 
largest since 1929, according to E. H. Coe, 
president. The principal item will be a $315,- 
000 addition to the Buckeye steam plant west 
of Phoenix. 


Aluminum Co. to Expand 


‘ie Aluminum Company of America has 
announced an expansion program involv- 
ing $26,000,000. Plants and additions in va- 
rious localities to make shapes and tubing will 
go forward at once. One of the new plants 
will be located at Lafayette, Indiana. 


Davey Compressors Described 


HE Davey Compressor Company, Inc., 

Kent, Ohio, has issued an illustrated, 82 
by 11 inches, catalogue, describing Davey Air- 
Cooled Air Compressors, 

Of special interest to public utility com- 
panies is the Davey dual-purpose compressor 
truck. Doing away with water or intercooler 
radiators and fans and taking their power 
from the truck engine, these compressors oc- 
cupy about one-fourth of the truck body space. 
The remaining space is available for special 
bodies to carry men, tools, and materials. 

Through the patented use of alumnium al- 
loys, Davey Compressors may be directly air- 
cooled in a single stage, thus making them 
ideal as truck-driven compressors. A heavy- 


duty power take-off of radically new design 
made it possible to produce this complete 
truck-compressor service unit. Its various ap- 
plications in the public utility field are il- 
lustrated in the catalogue, together with de- 
scriptions and specifications of many other 
types of compressors, including: the Davey 
two-stage air-cooled trailer mounted compres- 
sors; the time-tested, single-stage, air-cooled 
compressors ; air-cooled compressor driven by 
air-cooled engine and tractor mounted types. 

A copy of the catalogue may be obtained 
from the Davey company. 


Robertshaw’s 


7 Robertshaw Thermostat Company has 
announced the development of a new heat 
control with the “Thermal Eye,” which elimi- 
nates guess-work in oven cooking. 

Heretofore, oven heat controls have had no 
device whereby the operator of the oven could 
tell when it had reached the pre-heat tem- 
perature as required by the recipe. The only 
way the user could tell when the oven had 
reached the temperature desired was to look 
in at the oven burner. If the flame had cut 
down, the oven was pre-heated. 

In the new Robertshaw control, however, 
when the temperature of the oven reaches the 
temperature for which the dial is set, a red 
signal moves into view in the window of the 
“Thermal Eye.” In this way oven cookery 
takes a new step forward in eliminating sus- 
pense and uncertainty. 

From the service man’s standpoint, an even 
greater advancement has been made in these 
new controls. The valves for adjusting the 


“Thermal Eye” 


DAVEY AIR-COMPRESSOR TRUCK 
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oven burner by-pass and the safety pilot are 
placed right on the front of the control itself, 
or on what is called the bezel. Consequently, 
the fitter, after having installed the range, 
need only pull spring caps out of the holes 
marked P and B exposing the adjustment 
valves for these two important adjustments. 
On the other controls and older models, it is 
necessary to take certain parts of the gas 
range off in order to get at these screws. In 
handling complaints from housewives on oven 
operation, it will be very simple for the ser- 
vice man to make the necessary. adjustments 
to the burner or to the pilot. Many hours of 
time and much money will be saved in service 
costs through these developments. 

Robertshaw makes the control with the 
“Thermal Eye” in models for both gas and 
electric ranges. In the case of the electric con- 
trols, the “Thermal Eye” window lights up 
when the oven is turned on and stays lighted 
all the time the oven is in use. 


Construction Service 


A WELL illustrated twelve page bulletin (No. 
602), entiled “Construction Service,” pic- 
turing a few of the company’s many and varied 
construction activities, has just been issued by 
the Pittsburgh-Des Moines Steel Company, 
3456 Neville Island, Pittsburgh, Pa. 

This interesting new bulletin pictures and 
describes such construction projects as pipe 
lines, station piping, equipment installations, 
water treating plants, irrigation systems, pen- 
stocks, swimming pools, refuse incinerators, 
sewage disposal plants, bridges, buildings and 
steel structures of all kinds. Copies may be 
secured from the Pittsburgh-Des Moines 
Steel Company. 


General Electric Announces 
New “Phantom Iron” 


A= light-weight General Electric Hot- 
point automatic iron, equipped with such 
features as the “dial the fabric” heat control, 
button nooks, and textolite handle, has been 
announced by the G-E appliance and mer- 
chandise department. It bears the name of the 
“Phantom.” 

The “Phantom” iron is of 1000-watt capac- 
ity, 115 volts, and is for use on alternating 
current. It weighs four pounds, and is 
equipped with the most accurate thermostat 
obtainable. All exposed metal parts, including 
the soleplate, are finished in chromeplate, in- 
suring a smooth, hard ironing surface. 

The deep blue textolite handle with integral 
thumb rest has been designed to relieve arm, 
wrist, and shoulder strain. Button nooks per- 
mit ironing under and around buttons. 

The temperature control dial of the “Phan- 
tom” iron is marked to indicate the correct 
ironing temperature for each type of fabric. 
It is only necessary to dial silk, wool, cotton, 
or linen to obtain the correct ironing tem- 
perature, which will be maintained accurately 
and automatically. 

The ironing cord is permanently attached to 
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insure longer life, and protrudes from the side 
of the iron, close to the back, where it may be 
kept entirely away from the piece being ironed. 

An attractively packaged pressing cloth, 27 
by 36 inches, with hemmed edges, is furnished 
free with each “Phantom.” 


Kisco Ventilating Units 


HE Kisco Company, St. Louis, Mo., de- 
scribes its ventilating equipment in a 32- 
page booklet, 84 by 11 inches, profusely il- 
lustrated, showing how various representative 
establishments have solved their summer cool- 
ing problems. 
The booklet, “Breezy Tales of Summer 
Sales,” describes the Kisco “Deflecto”’ re- 


circulator as a ventilating unit which elimi- 
nates the expense of maintaining extremely 
low temperatures, Air cooling equipment can 
frequently be cut off, permitting the “De- 
flectos” to bring cooling comfort. This, it is 
pointed out, means less operating cost, greater 
efficiency, and more desirable cooling condi- 
tions, 

The Kisco Q-T Air Movers and Coolers, 
Kisco Exhausters, and Kisco Belt Drive Ex- 
hausters, also are described and various in- 
stallations are illustrated, including a typical 
Kisco home ventilating system using the 
“Homilator.” 

Copies of this booklet are available upon 
request. 


Blaw-Knox Company Acquires 
Power Piping Company 


HE Blaw-Knox Company has acquired the 
"T Sechene and business of the Power Pip- 
ing Company of Pittsburgh, W. P. Witherow, 
president of the Blaw-Knox Company an- 
nounced. 
The Power Piping Company was organized 
in 1916, and has been engaged in the design, 
manufacture, and erection of piping for power 
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F doesnt pay to skimp 
at the vital point- 7HE PIPE 





Pipe is as vital to industry as arteries to the 
human body. Through it flows the life blood of 
power, manufacturing and processing plants of 

every description—of refineries, ships and residences 
—wherever water, steam, gas, oil and various liquids 
must be conveyed from one spot to another. 

That's why it doesn’t pay to take chances that may 
result in failure of the piping system, shut-down of 
the plant, costly replacement of piping. That's why you 

should use Toncan Iron Pipe—made of an alloy of refined 
open-hearth iron, copper and molybdesium with the 
greatest rust-resistance of any ferrous material in its price 
class. More than 28 years of dependable service have proved 
the economy of Toncan Iron. 


Send today for a copy of the booklet “Pipe for Permanence” 
—64 pages of important piping facts and information. 


es 


ne 4 Republi 
MO-LYB-DEN-UM eEpuDiic teel 
IRON PIPE hhepublic Steel 


GENERAL OFFICES CLEVELAND. OHIO 





a 
Look to Republic as a major source of supply for Butt Weld, 
= Lap Weld and Electric Weld Pipe—made of Carbon Steel, 
Copper Bearing Steel and Toncan Copper Molybdenum Iron. 


When writing Republic Steel Corporation (or Steet end Tubes, Ine.) for further information, please edéress Department PF. 
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plants, oil refineries, sewage plants, water 
works and industrial plant usages for all pres- 
sures and purposes. In 1934, it added a sprink- 
ler division, and the company has been a ma- 
terial factor in this industry since that time. 

In 1932, new modern fabricating machinery 
and bending equipment was installed to in- 
crease production. 

The business will now be operated under 
the name of “Power Piping Corporation.” Mr. 
William V. Quartz will continue in charge. 

In commenting on the transaction, Mr. 
Witherow said: 

“There is every evidence of a marked im- 
provement in the type of construction work 
in which the Power Piping Corporation is en- 
gaged, and this business, being closely related 
to some of the present activities of the Blaw- 
Knox Company, permits it to widen and 
diversify its activities in line with its policy.” 


Kinnear Rolling Grille 


HE Kinnear Manufacturing Company, 
Columbus, Ohio, has issued a bulletin 
(A.1.A. File No. 35-p-8), describing the new- 
ly-designed Kinnear Rolling Grille. This 
grille coils above the lintel out of the way 
and gives protection with advantages of air, 


Kinnear Rolling Grille 


light and vision, Built in steel, stainless steel, 
bronze, and aluminum, it protects any opening 
against trespassing, burglary or intrusion. 

Methods of installation and operation are 
described. With the application of the com- 
pact Kinnear power unit, the grille can be 
provided with either pushbutton or photo- 
electric operating controls. The grille also may 
be operated mechanically by hand chain, 
sprocket and reduction gear, or by hand crank, 
shifting and reduction gear. Copies of this 
descriptive bulletin may be obtained from the 
manutacturer. 


Continuous Deodorizing System 
Offered by Elliott Co. 


$n Elliott Company, Jeannette, Pa., has 
issued Bulletin M-2 describing its con- 
tinuous method for the deodorization of edible 
and industrial oils. This new development 
now makes it possible to purchase a complete 
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deodorizing plant from one manufacturer in 
which all of the most advanced features of 
equipment, design and methods of control have 
been incorporated in order to produce the 
highest quality product. 

The bulletin illustrates a typical Elliott in- 
stallation which shows the simplicity of the 
equipment and the compactness of its arrange- 
ment. 

Copies of bulletin M-2 may be obtained from 
the Elliott Company. 


Minneapolis Gen. Elec. Co. 
Installs New Equipment 


orK has been started on the installation 

of a 35,000 kilowatt electric generating 
unit and two additional boilers at the River- 
side steam station of the Minneapolis General 
Electric Company, a subsidiary of Northern 
States Power Company (Minnesota). Present 
capacity of this station, located in Minneapolis 
and the largest electric generating station in 
the central northwest, is 107,000 kilowatts. 
When the new generating unit is completed, 
the Riverside station will have a total electric 
generating capacity of 142,000 kilowatts. The 
additional generating capacity is being in- 
stalled to meet the rapidly increasing electric 
load in the Twin Cities and surrounding com- 
munities served by the company. 


Record Refrigerator Sales 


AS number of automatic refrigerators, 


both electric and gas, were sold through- 
out the territory served by Public Service 
Electric and Gas Company during the first 
three months of this year than in the corre- 
sponding quarter of any previous year, accord- 
ing to a recent survey made by the company. 

Electric refrigerator sales by the company 
gained 50 per cent over the first quarter of 
last year and even larger gains were reported 
by many of the other leading distributors 
throughout the state. It is estimated there are 
now more than 320,000 homes in Public Ser- 
vice territory in which electric refrigerators 
have been installed. 

Sales of automatic gas refrigerators were 
also higher in the first quarter of 1937 than in 
any other year, gaining 11 per cent over the 
first three months of 1936. There are more 
than 21,000 gas refrigerators now in service 
throughout Public Service territory. 


$200,000 to Be Awarded for 
Scientific Studies 


NE of the richest awards ever established 

for study and research in the field of 

mechanical science is announced by The James 

F, Lincoln Arc Welding Foundation, Cleve- 
land, Ohio. 

To stimulate intensive study of arc weld- 


ing, $200,000 will be distributed by the Founda- P 


tion among winners of 446 separate awards 
for papers dealing with electric welding as a 
primary process of manufacture, fabrication 
or construction in eleven major ‘divisions of 
industry. 
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This installation is typical of the many now standardizing 
on the use of Connelly IRON SPONGE for gas purification. 
Made from Connelly selected wood filler, heavily impreg- 
nated with highly active, hydrated, alkalized iron oxi e, 
this patented product insures maximum economy. It resists 
“packing down,’—maintains bed porosity—lowers pressure 
loss through the box—and requires less frequent renewals. 
Ask for Bulletin No. 100-B-1. 


CONNELLY IRON SPONGE & GOVERNOR COMPANY 
CHICAGO, ILL. ELIZABETH, N. J. E 


New England Representative: T. H. Piser, Wellesley Hills, Mass. 
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“- A, 3.8 
Be can BURN ANY COAL | 


e Stowe Stokers burn the entire range from 4 

or 5% ash Pocahontas to the high ash coal from 

west of the Mississippi River. They give you 

greatest possible control over fluctuating mine 
prices--and changing freight rates—enable you L Be eas 
to burn the coal natural to your location. There 

are other factors too that recommend Stowe tse each Lntand —— 
Stokers for your service. Full detailson request. _high efficiency. 





THE JOHNSTON & JENNINGS CO. Catalog No. 10 gives full details—is 


977 Addison Rd. Cleveland, Ohio complete hen ee diagrams—20 illus- 
Engineering and Sales Services in the Principal Cities trations. Send for one. 
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The principal award winner will receive not 
less than $13,700. Other awards range from 
$7,500 to $100—the latter sum to be awarded 
each of 178 contestants who receive no other 
award, but whose papers are adjudged worthy 
of honorable mention. 

In order to assure equal competitive op- 
portunity, similar awards are offered in the 
eleven major divisions of industry. These divi- 
sions are: Automotive, Aircraft, Railroad, 
Watercraft, Structural, Furniture and Fix- 
tures, Commercial Welding, Containers, Weld- 
eries, Functional Machinery and Industrial 
Machinery. 

Wide diversification of awards is effected by 
further dividing each major industry into 
various sub-classifications; with entrants re- 
quired to select in advance the particular sub- 
classification to which their papers will relate. 

When accepted by the Jury of Awards as 
properly classified, each paper will be in com- 
petition, in its particular sub-classification, for 
five initial prizes established for that group. 
These are worth, respectively, $700, $500, $300, 
$200, and $150. 

From among these sub-classification win- 
ners, four papers will be selected in each major 
industry to receive additional prizes of $3,000, 
$2,000, $1,000 and $800. Thus, these 44 semi- 
finalists will be awarded a total of $74,800. 

In addition, the semi-final winners in the 
various divisions will be considered as possi- 
ble recipients of the four Main Awards, total- 
ing $26,000. 

Contestants, it was announced, must have 
papers in duplicate on file with the Secretary 
of the Foundation, at Cleveland, Ohio, not 
later than June 1, 1938. Prospective entrants 
should communicate promptly with Founda- 
tion Secretary A. F. Davis, P. O. Box 5728, 
Cleveland, for complete details of the rules 
and conditions covering awards. 


Bridgeport Brass Plans 
Large Expansion 


RIDGEPORT Brass Company of Bridgeport, 

Conn., estimates that its expansion pro- 
gram will cost about $3,750,000. This sum will 
be divided as follows: rolling mill and equip- 
ment, $3,200,000; rolling mill office and la- 
boratory unit, $100,000; wire and rod mill 
equipment, $250,000; addition and equipment 
tube mill, $150,000; casting shop furnaces, 
$50,000; electric modernization of hot mill 
drive, $25,000. 


Cities Service to Build 
New Pipe Line 


CCORDING to a recent announcement, The 

Cities Service Gas Company, a subsidiary 

of the Cities Service Company, will construct 
a new pipe line. 

It was announced that this line, which will 
be forty-seven miles long, will run from the 
south end of the company’s Seminole line to 
the Carter Oil Company’s gasoline plant near 
Ada, Oklahoma, and will under construc- 
tion shortly. 


APR. 29, 1937 


General Electric Displaying 
Electrical Products 


n exhibit of electrical products for industry 
has been opened in the General Electric 
Building, 570 Lexington Avenue, New York 
City. It brings together, in 7,000 square feet 
of floor space, a complete line of representa- 
tive products of General Electric and its af- 
filiates. 

Cable, distribution equipment, fractional- 
horsepower and integral motors, industrial 
control, industrial heating, lighting, meters and 
instruments, police radio, switchgear, trans- 
portation products, turbines and welding; the 
products of the Incandescent Lamp Depart- 
ment, Air Conditioning Department, and the 
Construction Material Division and the Plas- 
tics Division of the Appliance and Merchan- 
dise Department; and the products of the 
Trumbull Electric Company, General Elec- 
tric X-Ray Corporation, Warren Telechron 
Clock Company, General Electric Vapor Lamp 
Company, Bailey Meter Company, Locke In- 
sulator Corporation and Carboloy Company 
are on display. Visitors will have an oppor- 
tunity to see much of the equipment in opera- 
tion. 


Public Service Electric & Gas 
to Install New G-E Equipment — 


paw Service Electric & Gas Corporation, 
Newark, N. J., will install a new General 
Electric 50,000-kw. turbo generator unit and 
auxiliary equipment in the Essex peneeeeng 
station. This will increase the capacity o 
the plant from 193,000 to 243,000 kw. 


aa 
For Your Information 


INDUSTRIAL SHop LicHTING. Safe Practices 
Pamphlet No. 22. Published by National 
Safety Council, Inc., 20 North Wacker 
Drive, Chicago, Illinois. 12 pages, 84 by 11 
inches, 20 illustrations, 9 tables and charts. 
25 cents per copy, quantity discounts upon 
request. 

As is the case with other Safe Practices 
Pamphlets, this pamphlet is based on the ac- 
cident prevention experience of a number of 
employers. However, it should not be assumed 
that every acceptable safety procedure is con- 
tained therein. The pamphlet should not be 
confused with Federal, state or insurance re- 
quirements, nor with national safety codes. 

Pointing out that 15 to 25 per cent of all in- 
dustrial accidents are due to poor lighting, 
this pamphlet discusses both natural and arti- 
ficial lighting and shows why the benefits of 
good lighting in industrial shops outweigh the 
time, money and effort that must be expended 
for its attainment. i 

Standards of illumination for a wide variety — 
of industrial interiors are given, as well as | 
numerous other tables for determining the — 
spacing of lighting outlets, and for determin- 
ing “conditions factor,” and size of lamps to 


be used. 
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a IS important addition to the 

or- Pennsylvania line offers the same 

assurance of dependability and long 
life that has characterized every Penn- 

sas sylvania transformer ever built, and 

nt embodies these traditional Pennsyl- 

mt vania advantages: 

ne CIRCULAR COILS . . . which withstand se- 

in verest short-circuits without injury or dis- 

of tortion. 

REINFORCED INSULATION . . . which pro- 
tects against high voltage surges of steep 
wave-fronts. 

DETACHABLE BUSHINGS .. . which are 
ces bolted externally and permit replacement 
oe without cover removal. 
ce 
11 ROUND STEEL TANKS . . . made of rust-resisting copper-bearing steel; strong and sturdy. 
‘ts. 
on 
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si Pennsylvania Transformer Co. 
n- 1701 Island Avenue, N. S., Pittsburgh, Pa. 
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Opening the ENTIRE side of a building 








46 FEET- 8 INRBE —_—_—_—_—_—_—_—_—_—> 


A Real Engineering Problem Any Way You Figur 


But here is an illustration of how it was handled successfully, for 
permanent efficiency, easy and convenient operation, and space 





economy, with a Kinnear Steel Rolling Door: 


This door is 46’8” wide by 16/1” high. Think 
of it! And though it weighs almost ten tons, 
Professor Otto H. Lunde, of the Aeronautical 
Department Laboratory, at the University of 
Alabama, states: “The ease and rapidity with 
which such an immense door can be opened 
or closed, even by one man, is almost un- 
believable.” 


Naturally this door was especially built for 
job. But so is every Kinnear Door. Further- 
more, it is constructed and operated sub- 
stantially the same as the thousands of smaller 
Kinnear Doors that may be found in daily 
use from one end of the world to the other. 
A curtain of inter-locking steel slats travels 
in guides on the jambs and coils on a barrel 


At Right is shown the Aero- 
Laboratory of Ala- 
with the 
closed. 


nautical 
University, 
Door 


bama 
huge Kinnear 
Compare the size of the door 
with the man. 


above the lintel. Like a windowshade! It 
raises vertically, out of the way—conveniently 
—saving space. And counterbalanced with 
helical springs it operates with relative ease. 
Yes, and in addition, it is a real barricade 
against weather, intruders or fire. 


True, you will seldom have as tough a 
problem. But even so, it is assuring to know 
that any of your door needs will be handled 
by a nation-wide organization that can skill- 
fully cope with the most difficult jobs. People 
who know the door business! 


Specify “Kinnear” and be assured receiving 
doors that have proved to cost less to operate 
and maintain. 


BRANCH OFFICES 
Boston—Philadelphia 
New York—Washington 
New Orleans—Pittsburgh 
Detroit—San Francisco 
Chicago—Baltimore 


Cleveland—Cincinnati 
Agents in Principal Cities 


The KINNEAR Manufacturing Compan 
2060-80 FIELDS AVENUE COLUMBUS, OHIC 
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YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


Hydraulic Turbine Division 


NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 
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VULCAN SOOT BLOWER CORPORATION 


“Du Bois © Pennsylvania 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 


A Work of Primary Authority 


Containing the Decisions and Rulings 
of the 
United States Supreme Court 
ppea 
A 
—— United States District Courts — 
FIFTY YEARS State Courts CLASSIFICATION 
17 eae Federal Regulatory Commissions OF SUBJECTS 
AN E State Regulatory Commissions 
SURVEY OF Insular and Territorial Regulatory | “ °®=4T REVIEW 
THE LAW Commissions A GREAT SERVICE 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 





PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building 
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MAKE INSULATION 
MEET THE TEST OF A 





OOD investments can’t be judged 

by price alone. More important is 

the security provided by full and con- 
tinued dividends. 

Primarily an investment, insulation 
must be bought on the same basis. . 
must prove its worth in terms of maxi- 
mum cash returns on fuel savings. 

Throughout the country, hundreds 
of power plants have assured them- 
selves of these insulation dividends. 
Johns-Manville Engineers, using J-M 
Insulations, have played an important 


 Johns-Manville 


An insulating material for every temperature 
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GOOD INVESTMENT 





part in increasing plant efficiency and 
in reducing operating costs. 

Backed by J-M’s 75 years of re- 
search and field experience on insula- 
tion problems, these engineers can 
help you select the insulation best 
suited to each individual requirement 
in your plant. They work with insula- 
tions of maximum efficiency and uni- 
formity and are able to recommend the 
right amount and proper application. 
For details, address Johns-Manville, 

a i 22 E. goth St., N. Y. C. 









San 
ne INSULATIONS 


for every service cor 
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We Bespeax CoopEeRATION 
of the UTiniTy BETTER ILLUMINATION SALES EXECUTIVE: 





RESULTS OF PROGRESSIVE 
UTImLiTIEs: 

To the left: Original light 

1 ing averaging 6 foo 
candles, spotty, gla 
ing light. 


Below: New lightin< 
averages 65 foot can 
dles of soft, shadow 
less, better illumina 
tion, wattage in 
creased five times. 


BEFORE 





PROGRESSIVE 
UTILITIES— 


have concentrated on 
sale of Guth Indirect Il- 
luminating Equipment 
with large load in- 
crease and more satis- 
fied lighting customers. 


Increased Loads 
More 


Satisfied Customers 


AFTER 


SPECIALIZING IN “BETTER LIGHTING” 
The FIOWIN EF. Gur COMPANY 


DESIGNERS-ENGINEERS-MANUFACTURERS 
e a o 
Lighting Equipment 
ST. LOUIS. U.S.A. 
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A peek 
at the PEAK 


--- LED TO LOWERED DEMAND RATE 


Because the bills for the power it was purchasing on a 
maximum demand rate seemed exorbitant, a certain in- 
dustrial plant didn’t feel it was getting all it paid for. 
An unpleasant situation arose. Something had to be done. 


A Bristol’s Recording Ammeter was called into service. 

The current consumption throughout the day was 

charted. Every fluctuation, every change in load and the 

time such change took place, was recorded. As a result, it 

was found that a high peak occurred between 7 and 8 a.m. 

The remedy was simple. A minor change was made in 

plant routine, the peak was eliminated without curtailing 

Bristol's Recer ding YF plant capacity, and power charges were amicably and 

Model 640M satisfactorily adjusted. Write for Bulletin No. 436X. 
THE BRISTOL COMPANY, WATERBURY, CONNECTICUT. Branch Offices: Akron, Birmingham, Boston, 


Chicago, Detroit, Los Angeles, New York, Philadelphia, Pittsburgh, St. Louis, Seattle, Sam Francisco. Canada: The 
Bristol Company of Canada, Limited, Toronto, Ontario. England: Bristol's Instrument Company, Ltd., London, N. W. 10 


BRISTOLS 


TRADE MARK REG. U.S. PAT. OFF. 


PIONEERS IN PROCESS CONTROL SINCE 1889 
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The China Clipper, fly- 
ing over the new Golden 
Gate bridge . . . Photo 
courtesy Pan-American 
Airways System. 


@ The achievement of today — the incentive for tomorrow’s 
greater accomplishments. This is the Link-Belt motto. 
Engineering minds to improve and invent. Production minds 
and facilities to manufacture better and at lower cost. A com- 
pany policy — broad and forward looking. 
Thus does Link-Belt strive to serve industry — you! 
Link-Belt Company, Chicago, Philadelphia, Indianapolis, San 
Francisco, Atlanta, Toronto, and other offices in principal cities, 


LINK-BELT - " 
. fe . - 
same ere! Wiaterials Spcadlh ni 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21/2"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


(te are =: 





Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, esk for 
descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold by 


ATLANTA 
KANSAS CITY GAN 


presen 
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@ Common sense in utilization of materials is the real basis for 
A. C. 8. R. performance and economy. Highly conductive Alumi- 
num is employed where the current concentrates; steel is used 
for the core...the low current density area. Aluminum Company 


of America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


ALCOA:-ALUMINUM 


ALCOA 
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Fer GELATINE op LIQUID proces. 
DUPLICATORS 





OR years the Ditto organization has dedicated 
its time and efforts to the production of low cost 
opies. Always its aim has been to manufacture and 
ll equipment that will do the job which you have 
» do at the lowest possible cost. 
That is why, two years ago, we perfected and have 


ince been selling, the new Ditto Direct Process 
Liquid) Duplicator. This machine is especially suited 
br the reproduction of 100 to 250 copies. In this 
held, its copying cost is lower than any other dupli- 
rating method. 

There are advantages to both the liquid and gela- 
ine type duplicators which should be carefully 
eighed before purchasing either type equipment. 
Because Ditto manufactures and sells both types of 
achines, Ditto representatives are in a position to 
make intelligent, unbiased recommendations as to 
e machine that will serve your purposes best. 








For more than a quarter of a century Ditto Gelatine 
Duplicators have been the standard of comparison in 
the industry. You will find in the new Ditto Liquid 
Duplicators the same superiority over other machines 
that has long been characteristic of the gelatine line. 


* * * * 


If you would like to see a demonstration of either the new 
Ditto Direct Process Duplicator or the Ditto Gelatine 
Duplicator, we shall be glad to arrange it. There is no 
cost or obligation. Simply return the coupon below. 


DITTO INCORPORATED 

655 S. Oakley Blvd., Chicago, Ill. 

Gentlemen: 

— I would like to see a demonstration of the new Ditto 
Direct Process (Liquid) Duplicator. No obligation. 

C0 I would like to see a demonstration of your Gelatine 


Type Duplicator. No obligation. 


Name.. 


Address 


—_—_— a a a: i Se es ee es ee ee a as ty ca ey cal 
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DAVEY LINE CLEARING SERVICE 


PIPE 
: You'll Like Davey Men 
STOPPERS z These Davey men win your admiration. 


You'll like their type and the way they 
cooperate with you. All are: 


@ Likeable 


PIPE LINE SUPPLIES © Courteous 


@ Resourceful 
Goodman Stoppers 


Gardner-Goodman Stoppers @ Fine Appearing 
Goodman-Peden Stoppers @ Alert 
Goodman Cylindrical Stoppers ‘ 
Bags—Rubber, Canvas Covered @ Reliable 
Plugs, Service & Expansion * Intelligent 
Pumps 
Masks Men like these get things done quickly 
Brushes ao and without fuss or confusion. That is 
Tape—Soap & Binding why their services are in demand. 


Catalogue mailed on request. 


OY GAS AM STORER CO: 1 navey THEE ENeeNTS 


Brooklyn, New York 


WHEREVER ¢: - 





Copper Pipe 


USE DOUBLE SEALS TO MAKE 
DOUBLY TIGHT CONNECTIONS 


This mechanically strong copper pipe con- 
nection features 2 planes of contact 45° + 
"90°. It requires no sealing agent for its 
copper to copper in a positive doubly tight, 
doubly sealed connection. Use Double Seals 
on appliances, instruments for piping water, 
gas, air or liquid of any kind. They are ap- 
proved by Underwriters’ Laboratories and 
by scores of independent laboratories. Write for catalogue. 


HAYS MFG. CO., ERIE, PA 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


SSAA 





Public Utilities Fortnightly April 29, 193 








Your Verbal Instructions 


CONSTANT SERVICE § 


Go Right Into Action 


The Dictaphone puts verbal in- 
structions beyond alibi for anyone. 
Your instructions canbe recorded 
for typing while you give them, 
either personally or over the tele- 
phone. 

Routine memos, instructions and 
correspondence which tend to clog 
up the tempo of daily work are ab- 
sorbed by the Dictaphone System. 
Your day will go smoother because 
your job will be better done. For 
your secretary it means a day of 
accomplishment and not one of 
waiting beside your desk. Let us 
show you without obligation how 
Dictaphone will revolutionize your 
office. 


This combined meter 
box and service switch is 
built to give constant ser- 
vice under the toughest 
weather conditions. 


Aluminum or rust- 
proofed steel .. fused 
pullout switch . . special 
weatherproof door .. 
plenty wiring space . . 
any desired knockouts. 





DICTAPHONE an 


for complete information 
Reg. U.S. Pat. Office 


Dictaphone Sales Corp. 
420 Lexington Avenue 
New York City 


WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 











Dependable servicelong hours 
of it--on and off--off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial Aash- 


lights and batteries have proven they can 
. Pictured here, the famous qua 
take it. That's why each year more and more ated Seakiteol Rotomet 


Switch exclusive y a 


utilities specify “Ray-O-Vac”. Vac feature 


RAY-O-VAC COMPANY 


Formerly FRENCH BATTERY COMPANY 
MAIN OFFICES and PLANT MADISON. WISCONSIN 


Additional Factories at Clinton, Massachusetts, Lancaster, Ohio 
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FRIGIDAIRE MEETS A : 
TREMENDOUSLY LARGE MARKET 











@ The wide scope of the market for 
Bottled Beverage Coolers presents an 
exceptional opportunity for Public 
Utilities holding Frigidaire Commercial 
Franchises. This market covers groceries, 
delicatessens, restaurants, hotels, clubs . . . 
drug stores, cone shops... cigarette and 
candy counters ... sandwich stands, filling 
stations, and literally dozens of other 
establishments where beverages are sold. 
The new line of Frigidaire Beverage 
Coolers offers many exclusive and out- 
Standing advantages—in beauty, increased 
capacities, fast cooling, and low all around 
cost. There is a size and price to meet every 
fequirement. It is a line of Beverage Cool- 


ers that does a three-fold job. It builds 


FRIGIDAIRE DIVISION - GENERAL MOTORS SALES CORPORATION 






be with a 
couyplele line of 
BEVERAGE COOLERS 






money-making sales volume, creates an 
appreciable load increase, and wins the 
thorough satisfaction and good-will of 
purchasers. 

These desirable advantages, plus dis- 
tinctive product features and the large 
potential market, make it highly profitable 
for Public Utilities to put special selling 
efforts back of these new Frigidaire Bever- 
age Cooolers. 


OS a 
(BY GENERAL mOTORS — 


i MI 
a oes 





DAYTON + OHIO 
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PITTSBURGH EQUITABLE METER CO. 
MERCO NORDSTROM VALVE CO. 
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HEN YOUR MACHINE WAS 
JUST A PIECE OF PAPER 


Its Lubrication was as carefully planned as its size, weight 
and balance... and the chances are 4 to 1 that Socony- Vacuum 
Lubricants were approved for its use! 











It Pays to plan the duction, lower annual oil bills. 
Lubrication of your entire 


—— ; i t industries — 
Plant on a truly scientific basis 110 different _industrie 


standardize on Gargoyle Lubri- 
cants. Their reasons: better ma- 
ee en chine efficiency and savings in 
plant are planned .. . plant operating costs. 
chances are that Socony-Vacuum 
engineers “sit-in.” And very 
likely Gargoyle Lubricants are Operate with Socony-Vacuum 
recommended for their efficient engineers. You will find it prof- 
lubrication. itable. 


Here are good reasons why 
80% of America’s machinery 


builders approve the oils and SEND FOR THE SOCONY-VACUUM MAN: 


greases trade-marked with the Services of trained Socony-Vacuum En- 
gineers are available at all times in help- 


Red Gargoyle: they offer ing your men to _ solve _ lubrication 
power savings, decreased problems. 
maintenance, improved pro- 


SOCONY-VACUUM 


INDUSTRIAL LUBRICATION INDUSTRY 


Encourage your staff to co- 




















71 Years’ Lubrication Experience—the Greatest in the Business 
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Business Witeccsa 


is alsoa MUST? 


harries the thoughtful 

American business man 
is the responsibility to be suc- 
cessful. 


If he fails in that basic duty 
everything else in the busi- 
ness picture becomes aca- 
demic detail. 


You can’t blink the fact—his 
success is a “must” for your 
sake, as well as his own. 


Why? Because only a busi- 
ness that takes in more than 
it pays out can hope to keep 
going and meet payrolls. 


And only a going business 
can support the flock of other 
businesses that depend on it 
for orders to keep their men 
and machines going. 


Finally, only a successful busi- 
ness has the surplus money it 
takes to work out improve- 
ments in products and values which insure 
future jobs. 


Tre: heftiest problem that 


Darin depression, only those companies 
fortified by success are able to carry em- 
ployes by dipping into reserves bxilt up 
during prosperous times. 


The extent to which American private enter- 
prise did dip into reserves during 1930-34— 
totals by latest estimate some $26,600,- 
000,000. 


That’s the amount paid out, over and above 
income, to keep plants going and men at 
work, 


In other words, industry voluntarily con- 
tributed more than twice what the Government 
spent for “priming the pump’’—not to mention 
the fact that business earned its money, 
whereas Government money comes from 
borrowing and taxes. 

This shows in cold-turkey figures why busi- 
mess success is a “‘must.” 

So also does the illuminating fact that 
40,000,000 stockholders and their depend- 
ents have a stake in and directly benefit from 
ownership in American business. 


All of these people—all the millions of 
gainfully employed—all Americans including 


ad! 


he success of his business and the way 


t affects his employes, his stockholde 


his customers, is constantly on his mind 


yourself, zo matter where you live, what your 
work or you do it—have not merely a 
casual but an acute meal-time interest in 
seeing business in this country go ahead! 


Business Raises Living Standards 


Only 35 years ago there was but one insur- 
ance policy-holder to ten people—today, 
every other person in America has a life in- 
surance policy. 


There were only 1000 radios in 1920—in 
1935, the number of families with radios 
was 22,869,000. 


In 1913, there was one bathtub to ten people 
in American towns and cities—fifteen years 
later there was one to every five people. 


Thus have people enjoyed an increasing 
abundance of things in America, a business 
nation. 


This advertisement is published by 


NATION'S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
blished here are indicative of its spirit and contents. 
rite for sample copyto NATION’S BUSINESS, 
WASHINGTON, D. C. 
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<a the signal? That's the Thermal Eye in action. With it, the 


new Robertshaw oven-heat-control brings action to range selling! * The 


signal swings into view. Thermal_Ey¢ is bo 


eye-catcher. Women don’t g ! t display raggjes tit are 


. 


BS for you! 


/ 


/ 





prc 2,800,000 IN USE “ Wy 
vs \) 


ROBERTSHAW THERMOSTAT COMPANY 
Youngwood, Pa. 


- ROBERTSHAW OVEN-HEAT-CONTROL | 
| | with the |hermal Eye 
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Sangamo Meters 
in oa" and oe 
Mountings 


Sangamo modern me 

ters, whether singlephase 
watthour meters—com N 
bination singlephase watthour meters and time 
switches, with either single or two-rate regis 
ters—or two-element watthour meters—all are K 
designed for modern "A" and "S" mountings. \ 





SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 




















OUTDOOR SUBSTATIONS |} 8c 
(FOR EVERY SERVICE) by ] 
Tru 
age 
rw 
spo! 
gon 
INDOOR 
DISCONNECTS 
(ALL TYPES) 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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onl Not Only 
Built as a TRUCK 







egis 
l are 
ings. 


.{|But Serviced as 


Ja TRUCK .. . and 
at Rock-Bottom Service Costs! 


@ Let no one deceive you as to the 
ECONOMY of the service the near- 
by International dealer or Company- 
owned International branch will 
render you on your International 
Trucks. First, the service-free mile- 
age from Internationals will surprise 
you. That’s quality. We have in mind 
one man whose International was run 
into by another truck and put into the 
shop. His comment was, “Gosh, that 
spoils a swell record. That truck had 
gone 70,000 miles without a wrench 
on it!” 





606 So. Michigan Avenue 











_/N& 
INTERNATIONAL \ 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 






















Ne 


— 
ee 


But, when you do need service, In- 
ternational Truck dealers and 
branches provide all-truck service at 
low cost ... with /nternational original 
parts also at a gratifyingly low price. 


International Trucks and Service 
and the long experience of Interna- 
tional Harvester are in easy reach of 
truck users everywhere. 


Consult any International Truck 
dealer or Company-owned branch. 
Sizes range from Light-Delivery 
trucks to powerful Six-Wheelers. 


Chicago, IIlinols 


INTERNATIONAL TRUCKS 
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BARRON G. COLLIER, INCORPORATED 


MY, HOW YOU’VE GROWN! 


And yet, there are many pioneers active today in 
Transit Management . . . pioneers who once sat up 
nights worrying about the horse, hay and grain 
markets. Measured in terms of accomplishment, 
that was many generations ago . . . but measured 


in actual time, it was only yesterday. 


Tomorrow will see even more startling develop- 
ments .. . even greater progress for the Industry 
as a whole — a progress to be attained only through 
the co-operative effort of hundreds of Transit Com- 


panies each of whom still pioneers. 


We, too, still pioneer — and through the co-oper- 
ative effort of a number of Collier Car Advertising 
Companies, provide a Nation- Wide Car Advertising 
Service — a service which has meant much to the 
Transit Industry in the past . . . and which will 
mean more to that Industry in the future. 


745 FIFTH AVENUE « NEW YORK 
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Wagner Electric Corp ti 

Walker Electrical Company 
West Bend Aluminum Company ‘ 
Williamsport Wire Rope Company ................... ...---...--:0000-+ 
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PROFESSIONAL DIRECTORY 


® This page is reserved for engineers and engineering concems especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 


appraisals, valuations, special reports, investigations, design and construction. « 





ford, Bacon & Davis, Anc. 


DESIGN RATE CASES 

CONSTRUCTION : APPRAISALS 

OPERATING COSTS £ NgMeers INTANGIBLES 
VALUATIONS & REPORTS 

CHICAGO PHILADELPHIA NEW YORK DALLAS WASHINGTON 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW 


YORK SAN FRANCISCO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


SPOONER & MERRILL, INC. 
Consulting Engineers 


a Pg chin of Construction 
— Reports — Examinations —Valuations 


20 North Wacker Drive Chieago, Ill. 











EDWARD J. CHENEY 
ENGINEER 


Public Utility Problems 


61 BROADWAY NEW YORK 








JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











UTILITY 
ENGINEER-EXECUTIVE 
Seeks responsible position with 
utility or holding company 


More than twenty years with largest 
utilities in 
ENGINEERING—MANAGEMENT 
OPERATING ECONOMICS 
COMMISSION MATTERS, etc. 


Holds reapecsihte . pasttien with leading 
FEDERAL COMMISSION, but wishes to 


change. 
Address Box 429, 
Public Utilities Fortnightly 
1038 Munsey Bldg. Washington, D. C. 
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Designed 
for Beauty and Utility 


ArRuinE 


New beauty and utility have been combined in Art Metal's new Airline desks for 
general office use. Graceful, flowing lines provide this unique beauty and distinctiveness. 
All the utility benefits developed during Art Metal's fifty years of metal desk manufac- 
ture, are incorporated in the Airline desks making them highly efficient work centers. 


Utility features of the Airline desks include: convenience tray for stenopgraphic 
supplies that may be inserted in place of one sliding reference shelf; a series of “In- 
Desk" trays with two compartments for letter size papers and one accommodating legal 
size papers. The top tray of the series of three may be lifted out and used as a 
desk-top tray. Adjustable footings under the island bases, make the desk level despite 
uneven or warped floors. Provision is made for concealed wiring of desk lamps, tele- 
phone and other electrical devices. 


Eight desk mdels are manufactured including General office desk, typewriter desks 
(fixed platform and drop-head) clerical model, secretarial model. Tables to match the 
Airline desks in appearance are made in three sizes. Complete Airline Desk catalog 
gladly furnished on request. 


Art Metal 


ART METAL CONSTRUCTION COMPANY, JAMESTOWN, N.Y. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 

















NO 
PECIAL 

DIES 
EEDED 


O THREAD PIPE 
CLOSE TO WALL 








It threads those short pipes against a 
wall without special dies. You simply 
reverse the die head. The ratchet ring 
is fitted with a spring ring into which 
die heads snap FROM EITHER SIDE— 
can't fall out. Separate chasers for 
each size die, made of fine tool steel, 
accurately cut, long wearing, inexpen- 
sive, always cut true clean threads. 
Die heads have cast-in tempered steel 
bearings to prevent wear. Ratchet has 
more than usual number of steel teeth 


for smoother positive operation. Arrow 





HIS RIFBID HAS A LOT OF NEW ADVANTAGES 


on ratchet knob indicates direction of 
pull. Ball handle. Four complete tools 
each include drive ring assembly, 
handle and dies in groups of 5 sizes 
from !/" to II/,". 


It's a full pound lighter than other 
small ratchet threaders but “tough.” 
You'll like it. Ask your Jobber, or 


write for literature. 


THE RIDGE TOOL CO. 


ELYRIA, OHIO, U. S; A. 





Manufactured by the makers of RIZZ1D Pipe 
Wrenches—the wrench with the guaranteed 
housing that saves you fully 75% of your pipe 
wrench repairs. 


Fel Geb PIPE TOOLs 
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Have Been 
Bought 
for 
Direct J 
Firing. 


B&W Pulverizers having a total capacity of over 2600 tons of coal 
per hour have been bought in the United States alone for the 
direct firing of boilers. All these pulverizers are of the.same type 
and many of them have been in service for periods of one to seven 
years ond have proved conclusively that they— 

Can be depended upon fo give reliable service, 

Can handle coal of any grade or moisture, 

Respond readily to load changes, 

Maintain fineness, 

Maintain capacity, 

Provide a rich starting mixture, 

Are not damaged by tramp iron, 

Are adapted to fully automatic operation. 
These and other: reasons why the Type B Pulverizer is the logical 
choice for diréct-firing pulverized-coal systems are fully discussed 
in Bulletin G-19, which also presents the many advantages of the 
B&W Direct-Firing System. For your copy simply return the coupon. 

THE BABCOCK & WILCOX ‘COMPANY «~~ THE BABCOCK & WILCOX CO! 

| as LIBERTY STREET o. 


85 LIBERTY STREET, NEW YORK, N.Y, le Ges 


copy of the “B&W Direct: Fir 





I Nome... 


BABCOCK & WILCOX 

















